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CONCLUSIONS 


The  interim  study  that  has  been  coit^leted  on  HB  386  and  the 
financing  of  special  education  in  the  state  of  Montana  concludes: 

(1)  That  the  school  districts  conducting  special  education 
programs  in  the  state  are  not  spending  all  revenues 
that  are  available  for  special  education  for  special 
education  purposes. 

(2)  That  in  order  to  provide  optimum  programs  for  special 
education  more  funds  need  to  be  spent  on  special 
education  than  are  being  spent. 

(3)  That  the  present  method  of  funding  special  education 
produces  more  funds  than  are  necessary  to  provide 
special  education  programs  in  the  state. 

(4)  That  fiscal  accountability  of  special  education  funds 
does  not  presently  exist. 

(5)  That  the  best  method  of  funding  special  education  in 
Montana  should  provide  for  the  following: 

(a)  Funds  that  are  sufficient  enough   to  provide 
quality  programs  for  special  children. 

(b)  A  level  of  funding  that  does  not  provide  more 
funds  than  are  actually  necessary. 

(c)  Fiscal  accountability  of  all   special   education 
funds  must  be  assured, 

A  Recommended  Solution  to  the  Problem 

The  interim  study  that  has  been  completed  on  HB  386  and  the 
financing  of  special  education  in  the  State  of  Montana  recommends 
that  a  new  system  of  funding  special  education,  defined  as  an 
allowable  excess  cost  method  of  funding,  be  adopted  and 
furthermore,  that  accountability  of  all  special  education  funds  be 
provided  for  by  law. 

AccountcLbility  of  Funds 

Accountability  of  special  education  funds  may  be  provided  for  by: 

(1)  Requiring  that  all  monies  received  for  the  support  of 
special  education  programs  be  deposited  in  an  account 
that  separates  general  fund  monies  for  special 
education  from  general  fund  monies  for  the  regular 
program. 
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(2)  Requiring,  by  law,  that  all  special  education  funds 
from  the  aforementioned  account  be  expended  for  special 
education   purposes   only, 

(3)  Requiring  that  an  annual  accounting  be  made  of  all 
expenditures  of  the  school  district  general  fund  monies 
for  special   education. 

An  Allowcible   Excess   Cost  System  of  Funding  Special  Education 

It  is  recommended  that  a  new  method  of  funding  be  adopted  that 
will  provide  sufficient  funds  to  allow  for  the  development  of 
optimum  special  education  programs  but  at  tlie  same  time  does  not 
provide  more  funds  tb.an  are  necessary.  The  proposed  method  of 
funding  can  best  be  described  as  an  allowable  excess  cost  method 
of  funding  whereby  the  school  district  would  receive  no  more  in 
funds  than  they  were  actually  planning  to  spand  on  special 
education  for  any  ensuing  school  year.  However,  the  school 
districts  would  not  have  a  completely  free  hand  in  determining 
what  that  level  of  funding  would  be.  Only  certain  prescribed 
costs  would  be  allowable  as  defined,  by  law,  in  a  schedule  of 
allowcible  excess  costs  for  special  education.  The  schedule  of 
allowable  costs  would  include  all  of  the  cost  components  or 
categories  which  are  currently  allowed  as  general  fund  budget 
items  for  a  school  district.  The  prescribed  schedule  of  allowable 
costs  would  contain: 

(1)  Built-in  maximum  limits  for  some  cost  categories, 
whereby  the  total  allowable  cost,  calculated  on  a 
special  per-pupil  basis,  could  not  exceed  tlie  school 
district's  regular  per-pupil  expenditure.  In  other 
v/ords,  the  special-to- regular  cost  ratio  could  not 
exceed  1.0, 

(2)  Built-in  maximum  limits  for  some  cost  categories, 
whereby  the  total  allowable  cost,  calculated  on  a 
special  per-pupil  basis  could  exceed  the  school 
district's  regular  per-pupil  expenditure.  However,  a 
meiximum  ceiling  would  be  set  on  the  special-to-regular 
cost   ratio   that  would  be  allowed. 

(3)  Total  allowable  expenditures  for  some  cost  categories 
would  contain  no  limit  as  to  the  excess  amount  that 
could  be  spent  for  special  students  over  and  above  the 
regular  per-pupil  expenditure  in  the  district. 
Regulations  specified  by  the  State  Superintendent, 
however,   would   in  effect  provide  built-in  controls. 

The  total  cost  of  all  special  education  classes  for  the  coming 
school  year,  if  an  allowable  excess  cost  method  of  funding  is 
passed  into  law,  is  estimated  to  be  $10,331,391  compared  to  an 
estimated  $14,994,000  if  the  present  system  of  funding  special 
education  is  retained.  Both  estimates  are  based  on  the  assumption 
that   the  number  of  special   classes  will    increase  by   174    in   1974-75 
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if  the  definition  of  special  education  is  expanded  to  include  the 
educationally  handicapped.  Seventy-four  of  these  new  classes 
would  include  the  mentally  retarded,  physically  handicapped,  and 
those  chiildren  with  speech  and  hearing  impairments.  The  remaining 
100  new  classes  would  include  the  educationally  handicapped.  (See 
Appendix  A  for  more  detail  about  the  estimated  costs  for  1974-75.) 

An  allowable  excess  cost  system  of  funding  special  education  could 
be   funded  by   two  different  methods,   one   requiring   district 
participation  in  support  of  revenues  for  special  education  and  the 
other   requiring  no  such  participation  or  support.   Method  I  would 
provide  for  the  entire  approved  budget  amount   for  the   special 
education   programs  of   a  district  to  be  funded  completely  out  of 
foundation  program  revenues.    Under  this  method,   the  district 
would  not  be  required  to  raise  any  revenues  for  special  education. 
Method  II  would  provide   for  the  approved  budget  amount  for  the 
special  education  programs  of  a  district   to  be  funded   through 
foundation  program   funds   plus   a  district  permissive  levy.   In 
other  words,  under  Method  II,  80  percent  of  the  approved  budget 
amount   for  special   education  would  come  from  foundation  program 
support  and  the  remaining  20  percent  of  the  funds  would  come   from 
district   revenues   raised  through  a  permissive  levy.   (Please  see 
Appendix  B  for  a  discussion  of  the  pros  and  cons  of  both  methods.) 
In  either  case,  whichever  method   is   used,   the   total   approved 
budget   amount   for   the  special   education  program  of  a  district 
would  be  determined  by  applying  the  allowable  excess  cost  schedule 
to  the  district's  particular  situation.   On  a  statewide  basis,  tlie 
level  of  funding  provided  for  special  education  would  vary   from 
school   district  to  school  district  depending  on  tlae  developmental 
level  of  the  special  education  program.    For  example,   a   school 
district   that   provided  a  minimal  program  that  was  no  different 
from  the  regular  program  except   that   the   class   size  was   much 
smaller  would  not   receive  as  much   in  funds  as  would  a  school 
district  tliat  was  providing   special   equipment   for  use   in   the 
special  class  and  was  also  providing  supportive  services  such  as  a 
counselor  or  psychologist  to  work  v/ith  the  children. 

As  indicated  previously,  the  schedule  of  allowable  costs  would  be 
used  to  determine  the  total  budget  of  a  school  district  for  the 
special  education  program.  As  such,  this  schedule  would  be  the 
most  important  aspect  of  this  new  method  of  funding  special 
education.  It  would  become  part  of  the  law,  replacing  the  present 
legislation  as  prescribed  in  75-7813.  This  schedule  establishes 
the  total  cost  for  special  programs  by  outlining  the  specific 
program  inputs  for  which  the  school  district  may  receive  state 
funds,  and  establishes  specific  ground  rules  for  determining  the 
accurate  cost  for  those  program  inputs. 

The  proposed  schedule  of  allowable  excess  costs  that  would  be  used 
to  determine  the  total  special  education  budget  is  explained 
below.  (Please  see  Appendix  I  for  copies  of  the  proposed 
legislation  necessary  to  implement  the  recommended  funding  scheme 
as  outlined  in  pages  2-5  of  this  study.) 
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Schedule  of  Allowable  Costs  Used  to  Determine  the  Total  Budqet  of 


a  School  Distrlc:t  rcr~5pecial  Education; 


A.  Actual   salaries,  and  benefits  from  the  general  fund,  paid  to 
special  teachers  and  clinicians: 

(1)  special  teachv^'s 

(2)  teacher  aias 

(3)  speech  and  hearing  clinicians 

(4)  audioloyists 

Explanation?  Bece.usc;  student : teacher  ratios,  as  established 
By  state  re^:5uiation,  are  lower  for  special  classes  than  for 
regular  classes  it  follows  that  the  special  par-pupil  cost 
for  these  salaries  vill  exceed,  by  two  to  three  times,  the 
regular  per-pupil  cost  for  instructional  salaries.  No  limit 
has  been  set  for  the  total  allowable  excess  cost  for  these 
salaries  because  they  are,  in  effect,  limited  by  tl-ie  present 
regulations  of  the  State  Superintendent's  office. 

B.  Actual  salaries,  ■^nd  benefits  from  the  geiieral  fund,  paid  to 
special  supportivii  personnel.  Examples  of  supportive  staff  would 
include; 

(1)  supervisors  of  special  education  and  speech  ana  hearing 
progiaiiis 

(2)  regular  teachers 

(3)  family,  'guidance  or  rehabilitation  v^ounselors 

(4)  social  workers 

(5)  psychologists 

(6)  psychom.etrists 

(7)  occupational  evaluation  specialists 

(8)  physical  and  occupational  therapists 
(y)    aoc-ors  and  n.irses 

The  school  ais_rict  wouia  not  receive  full  cillowabie  cost  for  the 
total  salary  of  euiy  pei-rson  who  does  not  work  f  nil-time  on  special 
education.  In  such  -^ases,  total  allowable  cost  would  not  exceed 
that  propurtion  of  tha  salary  tnat  constitutes  the  total  amount  of 
time  that  the  personnel  spends  with  the  special  program. 

The  State  Superintendent  would  develop  appropriate  r-aguiations,  to 
be  followed  by  the  school  districts,  in  keeping  iu^cessary  time 
records  for  personnel  who  were  shared  between  the  special  and 
regular  programs. 

In  addition,  tne  State  Superintenden':.  would  provide,  oy  tne  school 
year  liJ7ii-7b,  appropriate  regulations  defining  the  total  special 
caseload  that  could  be  assigned  to  specific  kinds  of  supportive 
personnel  in  order  for  the  district  to  receive  an  allowable  cost 
for  such  personnel, 

Explanation;   No  maximum  limit  on  allowable  excess  costs  have 
been  established  for  supportive  personnel   because   there   is 
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little  evidence  available  that  indicates  what  an  appropriate 
level  of  funding  —  computed  on  a  special-to-regular 
per-pupil  basis  —  would  constitute.  However,  it  is  known 
that  in  order  to  provide  optimum  special  programs  it  does 
cost  more,  on  a  special-to-regular  per-pupil  basis,  because 
more  intensive  care  is  necessary  for  special  children.  Given 
the  fact  that  few  supportive  personnel  are  currently  serving 
special  children,  it  is  not  likely  that  the  cost  would  get 
out  of  hand  prior  to  19  75-76  when  regulations  would  have  been 
completed  by  the  State  Superintendent. 

C.  Administrative  Costs 

Costs  that  could  be  included  in  the  special  education 
administrative  cost  are  those  line  item  expenditures  that  are 
currently  allowed  as  general  fund  budget  expenditures  of  the 
school  district.  In  addition,  administrative  costs  may  include 
the  line  item  salaries  for  principals  and  clerical  staff  of  the 
principal's  office. 

The  school  district  could  not  receive  total  cost  for  the  full 
administrative  or  clerical  salary  of  any  person  who  does  not  work 
full-time  with  special  education.  In  such  cases,  the  allowable 
cost  could  not  exceed  that  proportion  of  the  salary  constituting 
the  total  amount  of  time  that  the  personnel  spends  with  the 
special  program.  The  State  Superintendent  would  develop 
appropriate  regulations,  to  be  followed  by  the  school  districts, 
in  keeping  necessary  time  records  for  such  shared  personnel. 

The  allowable  cost  per  special  student  for  administration  could 
not  exceed  1.75  times  the  regular  per  student  cost  for 
administration. 

Explanation;  A  national  study  has  found  that  it  does  cost 
more  to  administer  special  programs  than  it  does  to 
administer  regular  programs.  The  maximum  allowable  excess 
cost  limitation  that  has  been  established  was  based  on  the 
special-to-regular  cost  index  computed  from  19  71-72  special 
education  cost  data  for  Montana.  Since  tlie  validity  of  these 
data  is  somewhat  questionable  it  may  be  necessary  to  revise 
this  maximum  limit  downward  after  the  state  has  gathered  more 
appropriate  cost  data. 

D.   Classroom  Supplies 

Allowable  cost  for  special  classroom  supplies  shall  be  the  actual 
cost  to  the  district  for  such  supplies.  Classroom  supplies  that 
may  be  included  as  an  allowable  cost  are  those  items  currently 
allowed  as  general  fund  budget  expenditures,  which  include  such 
items  as  textbooks,  paper,  pencils,  chalk,  testing  materials,  etc. 

Explanation;  A  national  study  has  determined  that  it  does 
cost  more  to  supply  special  classrooms  than  it  does  regular 
classrooms.   A  maximum  limit  on  cost  has  not  been   set   for 
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this  item  because  it  is  not  known,  at  this  time,  what  an 
appropriate  cost  level  would  constitute.  In  any  event, 
classroom  supplies  are  a  minor  cost  in  tiie  total  cost  picture 
for  either  special  or  regular  educational  programs. 


£. 


Classroom  Equipment 


Allowable  cost  for  all  classroom  equipment  that  is  used 
exclusively  by  the  special  programs  would  be  the  actual  total  cost 
of  such  equipment. 

The  allowable  cost  that  could  be  charged  to  the  special  program 
for  equipment  that  is  purchased  and  shared  between  special  and 
regular  programs  could  not  exceed  1.00  times  the  district's  total 
per  pupil  cost  for  the  purchase  of  such  equipment. 

Regulations  would  be  developed  by   the  State  Superintendent  no 

later   than   the  19  75-7  6  school  year  outlining  the  kind  or  type  of 

equipment  that  could  constitute  an  appropriate  cost  for  special 
programs. 


In  the  absence  of  appropriate  cost  data,  it  is 

on   the   allowable  excess 
classroom  equipment.    But  regulations,   to  be 


Explanation; 

difficult  to  fix  a  specific  limit 


cost   for 

established  by  the  State  Superintendent,  classroom  equipment, 
should  be  sufficient  to  ensure  that  these  costs  would  not 
become  exorbitant. 


F.  Capital  Outlay  for  the  Remodeling  or  Repair  of  Special 
Classrooms  or  Other  Areas  in  the  School  That  Are  Used  by  Special 
Students  who  are  physically  handicapped. 

Allowable  cost  for  any  repairs  or  remodeling  would  be  the  actual 
total  cost  of  such  expense. 

Explanation;  Special  Expenses  for  remodeling  would  occur 
most  frequently  in  areas  used  by  children  who  are  physically 
handicapped.  Because  of  certain  physical  impairments  such 
things  as  ramps  for  wheel  chairs  and  railings  along  walls  are 
necessary  for  ease  of  mobility  for  these  children. 

G.  Capital  Outlay  for  the  Cost  of  Classroom  Furniture 

Allowable   cost  would  be   the  actual   total   cost  of  necessary 

classroom  furniture,  presently  allowed  as  general  fund  budget 

expenditures  for  such  items  as  tables,  chairs,  desks,  supply 
cabinets,  etc. 

H.   Insurance  Costs 

Allowable  cost  for-  insurance  for  such  things  as  fire,  theft  and 
storm  could  not  exceed  the  regular  per-pupil  cost  for  such 
expenditures , 
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Explanation;  The  above-described  method  for  determining  tiie 
special  cost  for  insurance  does  not  permit  any  excess  cost 
for  special  students  because  there  is  no  reason  why  tiiese 
costs  should  be  any  more  for  a  regular  student  tlian  a  special 
student. 

I.  iioaltii  services  other  than  personnel.  Library  services.  Food 
jervicos,  Student  body  activities.  Attendance  costs  that  may  bo 
oiargcd  to  the  special  program  shall  Ue  determined  in  the 
following  manner: 

Allowable  cost  for  these  categories  of  expenditure  could  not 
exceed   tiie   regular  per-pupil   cost  for  such   expenses. 

Explanation;  The  above-described  method  for  determining  the 
special  cost  for  tlie  categories  listed  above  does  not  permit 
any  excess  cost  for  special  students  because  there  is  no 
evidence  available  that  suggests  that  these  costs  should  be 
any  more   for  special   students   than   for   regular  students. 

J.      Transportation  Cost  for  Personnel 

Allowable  cost  for  mileage  would  be  the  actual  cost  to  the 
district  for  special  education  personnel  who  must  travel  on  an 
itinerant  basis  from  school  to  school  or  district  to  district, 
including  but  not  limited  to  speech  and  tiearing  clinicians, 
audiologists ,  and  resource  room  teachers.  Tae  mileage  rate  used 
by  tlie  district  bo  determine  such  cost  would  be  tliat  rate  used  by 
tlie  school  district  for  other  mileage  reimbursement  purposes  of 
tlie  district. 

Appropriate  regulations  for  necessary  mileage  records  to  be  kept 
by  the  school  district  would  be  provided  by  tiie  State 
Superintendent  no   later   than   the  1975-76    school   year. 

K.      Rental    of  Land   and  Buildings 

Allowable  cost  would  be  the  actual  cost  for  the  rental  of  any  land 
or  buildings  used  exclusively  for  special  programs  provided  said 
buildings  met  all  requirements  specified  by  the  Board  of  Public 
Education  and  the  State   Department   of  Health. 

Regulations  would  be  developed  by  the  State  Superintendent  no 
later  than  1975-76  outlining  an  appropriate  formula  to  be  used  by 
the  school  districts  in  determining  the  cost  to  the  special 
program  for  the  rental  of  buildings.  The  formula  \^:ould  be  based 
on  actual  space  used  by  the  special  cliildren  compared  to  the 
regular  children  and  could  not  inflate  the  amount  of  space 
actually   used  by   the  special  students. 

L.      Operation   and  Maintenance  Costs   of   the  Physical   Plant 

Allowable  cost  for  special  students  could  exceed  regular  per  pupil 
costs    for  the  operation   and  maintenance  of   the  physical   plant. 
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Special  costs  for  the  operation  and  maintenance  of  the  physical 
plant  would  be  determined  by  prorating  a  portion  of  the  school 
district's  total  cost  for  tne  operation  and  maintenance  of  tie 
physical  plant. 

Regulations  would  be  developed  by  tlie  State  Superintendent  no 
later  than  the  1975-76  school  year  prescribing  an  appropriate 
formula  to  be  used  by  the  school  districts  in  determining  tiie 
actual  cost  to  the  special  program  for  operation  and  maintenance 
of  the  physical  plant.  The  formula  would  be  based  on  actual  space 
used  by  the  special  children  compared  to  the  regular  children  and 
could  not  inflate  tiie  amo^int  of  space  actually  used  by  special 
students. 

Explanation ;  An  excess  cost,  in  other  words  a  higher  special 
per  pupil  cost  compared  to  regular  per  pupil  costs  for 
operation  and  maintenance  of  the  physical  plant,  should  be 
allowed  for  special  children  because  the  actual  cost  for  such 
operation  and  maintenance,  in  most  instances,  is  higher  for 
special  children.  This  is  because  classes  for  special 
students,  which  are  smaller  in  terras  of  pupil  size,  are 
usually  held  in  regular  sized  classrooms  that  were  built  to 
accommodate  2  5  to  30  students.  Because  special  students  use 
more  space,  on  a  per  pupil  basis,  tlian  do  regular  students,  a 
proration  formula  for  operation  and  maintenance  costs  that  is 
based  on  the  actual  amount  of  space  used  by  special  students 
will  automatically  result  in  a  higher  allowable  cost  for 
special  students    compared   to   regular  students. 

'A.      Contracted  Special   Education  Services 

Allowable  cost  for  contracted  services,  defined  as  fees  paid  by 
the  school  district  for  needed  professional  advice  in  the  area  of 
special  education,  including  but  not  limited  to  curriculum  or 
program  development,  teacher  training  development,  psychological 
and  testing  services,  would  be  the  actual  cost  incurred  by  the 
school   district  for  such   consultative   service. 

Allowable  cost  for  contracted  services  for  the  actual  delivery  of 
special  education  services  by  any  non-profit  agency  would  be  tlie 
actual    cost   to    tlie   school   district   for   such   services    provided. 

Example ;  The  primary  purpose  of  tliis  section  is  to  ensure 
that  non-profit  agencies  that  are  currently  delivering  actual 
services  to  many  small  districts  in  the  state  could  continue 
to   do  so. 


BASIC    FEATURES   OF   HB    3  86 

riB      386      is      an   act    to  expand   the  definition  of   the  handicapped   to 
include      educationally     handicapped     children.        An      educationally 
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handicapped  person's  learning  disorders  are  defined  as  but  not 
limited  to : 

conditions  which  have  been  referred  to  as  visual  perception 
handicaps,  brain  injury,  minimal  brain  dysfunction,  dyslexia, 
behavioral  maladjustment  and  emotional  disturbances.  An 
educationally  handicapped  person's  disorders  are  not  the 
result  of  problems  with  visual  acuity,  hearing  impairment, 
physical  hanuicaps ,  cultural  or  instructional  factors,  and 
mental  retardation. 

HB  38  6  provides  for  the  establishment  of  classes  for  the 
educationally  handicapped  on  a  discretionary  basis  only  for 
children  between  the  ages  of  five  and  seventeen  inclusive.  HB  3S6 
removes  the  funding  of  all  special  education  programs  from  the 
foundation  program  and  funds  special  education  in  the  following 
manner : 

(1)  The  primary  source  of  financing  would  consist  of 
revenue  specifically  appropriated  by  the  legislature. 

(2)  The  Superintendent  of  Public  Instruction  would 
determine  from  the  amount  of  state  funding  available, 
the  amount  of  state  aid  to  be  provided  for  each 
approved  special  education  program. 

(3)  As  part  of  the  approval  procedure  each  school  district 
would  submit  to  the  Superintendent  of  Public 
Instruction  a  proposed  budget  for  the  special  education 
program  to  be  conducted  by  the  district.  The  special 
education  budget  would  be  part  of  the  school  district 
general  fund  but  separately  funded. 

(4)  Whenever  the  approved  budget  for  the  special  education 
program  of  the  district  exceeded  the  amount  of  state 
aid  available  for  the  programs,  the  district  could 
raise  additional  funds  not  to  exceed  25  percent  of  the 
available  state  funding  through  a  permissive  levy. 

BASIC  Fi:;ATURES  OF  CURRENT  SPECIAL  EDUCATION  PRQGRAl'dS  AND  FUNDING 
METHODS  AUTHORIZED  BY  LAW 

Legislation  enabling  the  formation  of  Special  Education  classes 
for  special  children  in  Montana  includes  the  following  kinds  of 
handicapping  conditions: 

(1)  Educable  Mentally  Retarded,  defined  by  statute  as  "a 
child  who,  at  maturity,  cannot  be  expected  to  attain  a  level 
of  intellectual  functioning  greater  than  that  commonly 
expected  of  an  eleven-year-old  child,  but  not  less  than  that 
of  a  seven-year-old  child." 

(2)  Trainable  Mentally  Retarded,  defined  by  statute  as   "a 
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child  who,  at  maturity,  cannot  be  expected  to  attain  a  level 
of  intellectual  functioning  greater  than  that  commonly 
expected  of  a  seven-year-old  child  and,  for  entrance  into  a 
training  program,  is  capable  of  walking ^  of  clean  body 
habits,  and  of  obedience  to  simple  conuuands." 

(3)  The  Physically  Handicapped,  definea  by  statute  as  "a 
child  who  Is  capable  o£  profiting  from  the  regular 
instruction  with  the  assistance  of  special  equipment,  special 
services,  or  transportation  to  compensate  for  physical 
disabilities  such  as,  but  not  limited  to,  cardiac  impairment, 
cerebral  palsy,  chronic  health  problems  or  inadequate  speech, 
hearing  or  vision." 

The  establishment  of  special  education  classes  is  mandatory 
whenever  a  district  has: 

(1)  ten  or  more  educable  mentally  retarded  children 

(2)  seven  or  more  trainable  mentally  retarded  children 

(3)  ten  or  more  physically  handicapped  children 

Special  education  classes  may  be  established  on  a  discretionary 
basis  whenever  the  district  has; 

(1)  four  or  more  educable  mentally  retarded  children 

(2)  four  or  more  trainable  mentally  retarded  children 

(3)  four  or  more  physically  handicapped  children 

(4)  individual  chilaren  requiring  special  education  such  as 
home  or  hospital  tutoring,  school-to-home  telephone 
communication,  or  other  individual  programs.  Programs 
for  these  individuals  are  referrea  to  as  programs  for 
the  homebound. 

In  addition,  parents  residing  in  several  contiguous  districts  may 
petition  the  trustees  of  each  district  to  cooperatively  establish 
a  special  education  class  for  one  type  of  program  for  four  or  more 
children.  Children  under  the  age  of  six  may  be  included  in  a 
public  school  program  for  special  education,  if  he  or  she  is 
physically  handicapped,  educable  mentally  retarded,  or  trainable 
mentally  retarded  at  the  discretion  of  the  State  Superintendent. 
Educable  mentally  retarded  persons  and  physically  handicapped  per- 
sons who  are  not  less  than  twenty-one  or  more  than  twenty-five 
years  may  be  served  by  special  education  programs  in  the  state  as 
well. 

PRESENT  METHOD  OF  FUNDING  SPECIAL  EDUCATION 

At  present  special  children  may  be  served  by  three  different 
service   patterns.     Each  type  of  pattern  has  a  different  level 

-10- 


of  funding  depending  on  various  factors. 

(1)  Self-contained  classroom; 

A  school  district  receives  45  ANB  for  a  self-contained 
classroom  having  not  less  tiian  seven  nor  more  than 
fifteen  students  for  physically  handicapped  and 
mentally  retarded  (educable  and  trainable)  children. 
The  school  district  receives  6  ANB  per  special  child 
for  self-contained  classrooms  having  not  less  than  four 
nor  more  than  six  students. 

The  self-contained  classroom  is  tlie  organizational 
arrangement  most  commonly  used  in  Montana. 

(2)  Resource  Room; 

A  resource  room  service  pattern  is  a  program  whereby 
special  children  leave  their  regular  classroom  and  go 
to  a  resource  room  where  the  child  receives 
individualized  instruction  for  a  specified  number  of 
hours  each  day  and  then  returns  to  his  regular 
classroom  for  the  remainder  of  the  day. 

A  full-time  resource  room  program  cannot  have  more  than 
twenty-four  individual  students  and  must  have  a  minimum 
of  seven  students.  A  school  district  receives  45  ANB 
for  a  resource  room  program  of  that  size.  Resource 
room  programs  with  four  to  six  students  receive  6  ANB 
for  each  student. 

The  resource  room  program  may  be  used  for  the  educable 
mentally  retarded  and  the  physically  handicapped  but 
the  trainable  mentally  retarded  may  be  served  only 
through  the  self-contained  classroom. 

(3)  Itinerant  Programs; 

A  student  regularly  enrolled  in  school  and 
participating  in  a  speech  and  hearing  program  is 
included  in  the  regular  ANB  calculation  for  the 
district.  And  the  school  district  receives 
supplementary  ANB  for  the  speech  and  hearing  program 
based  on  the  number  of  days  per  week  that  the  speech 
and/ or  hearing  clinician  is  employed  at  the  school. 
For  example; 

1  clinician  5  days  per  week  =  45  ANB 

1  clinician  4  days  per  week  =  36  ANB 

1  clinician  3  days  per  week  =  27  ANB 

1  clinician  2  days  per  week  =  18  ANB 

1  clinician  1  day  per  week  =  9  ANB 

The   average  caseload  of   the   full-time  clinician  is 
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about  45  individual  students.  These  students  are,  for 
the  most  part,  enrolled  in  the  regular  program  of  the 
school.  And,  depending  on  the  severity  of  the  speech 
and/or  hearing  problem,  the  student  meets  with  a 
clinician  from  one  to  tnree  times  per  week  for  therapy 
sessions  running  anywhere  from  15  to  45  minutes  in 
length. 

(4)    Homebound  Programs; 

The  school  district  may  receive  up  to  a  maximum  of  6 
ANB  for  any  student  who  is  normally  enrolled  in  the 
regular  program  of  the  school,  but  v;ho  is  confined  to 
his  home  or  a  hospital. 

The  tables  below  show  the  amount  of  special  education  funds  that 
an  elementary  and  high  school  district  receives  for  its  maximum 
general  fund  budget  vi/ithout  a  vote  (8  0  percent  in  foundation 
program  funds  and  20  percent  permissive  amount)  if  it  receives  4  5 
Ai^B  for  its  special  education  program. 


Size  of 

Amount  of 

Size  of 

Amount  of 

Elem.  Dist. 

Spec.  Educ. 

High  School 

Spec.  Educ 

in  ANB 

Funds  Rec. 

Dist.  in  ANB 

Funds  Rec. 

51 

:?2d,719 

51 

$60,334 

100 

27,771 

lOU 

4  5,7U0 

200 

25,470 

200 

35,861 

300  + 

23,108 

300 

33,581 

400 

33,024 

500 

32,439 

600+ 

31,894 

DEFINITIONS  OF  THE  PROBLEM  SURROUNDING  HB  386 

Controversy  surrounding  hB  38  6  does  not  concern  the  expanded 
uefinition  of  special  education  to  include  the  "educationally 
hanuicapped. "  Rather,  the  controversy  surrounas  the  method  of 
funding  special  education.  As  previously  inuicated,  HB  380  would 
remove  special  education  financing  from  the  foundation  program. 
Tiie  argument  iias  been  raised  that  removing  special  education  from 
the  founaation  program  could  mean  tnat  the  minimuiu  level  of 
funuing  that  is  now  assured  special  education  through  the 
founaation  program  would  be  lost.  Another  concern  is  that  the 
methoa  of  funding  provided  for  in  HB  38  6  would  mean  that  the  total 
funds  available  to  a  school  district  for  special   education  could 
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fluctuate  from  year  to  year  as  opposed  to  the  present  method  of 
AND  funding  where  it  is  known  from  year  to  year  what  the  level  of 
funding  will  be  for  any  existing  or  new  classes  planned  by  the 
school  district.  This  potential  fluctuation  in  available  funding 
could  develop  even  if  the  state  appropriation  increased  each 
biennium,  if  the  number  of  new  classes  expanded  each  year  at  a 
faster  rate  than  did  the  appropriation.  It  is  apparent  that, 
should  something  like  this  occur,  the  effects  on  special  education 
would  be  deleterious,  because  any  decreased  level  of  fxinding  on  a 
per-classroom  basis  would  result  in  the  curtailment  of  services 
previously  delivered  to  special  children  under  the  previous  year's 
higher  level  of  funding.  Of  course,  if  a  decreased  level  of 
funding  should  result,  a  school  district  would  still  have  tiae 
option  of  going  to  the  district's  taxpayers  for  a  special  voted 
levy  to  provide  the  additional  funds  needed.  It  should  be  noted, 
however,  that  throughout  the  United  States  it  has  been  found  that 
programs  for  special  children  tend  to  become  a  "fiscal  football" 
in  times  of  local  educational  austerity,  and  that  these  programs, 
often  perceived  as  "frills,"  are  curtailed  at  the  first  attack  on 
the  local   school  budget.'^ 

Further  uncertainty  that  developed  around  HB  386  concerns  tlie 
amount  of  funds  necessary  for  a  school  district  to  conduct  special 
education  classes.  The  $8,000,000  appropriation  for  HB  3  86  would 
have  provided  a  total  of  $18,671  ($15,009  in  state  aid  and  $3,662 
in  permissive  funds)  for  each  special  education  class  that  was 
projected  to  be  conducted  during  the  1973-74  school  year,  whereas 
the  present  method  of  funding  special  education  produced  $26,173 
per  classroom  unit  for  the  1973-74  school  year.  The  difference  in 
the  amount  of  fvmding  available  between  these  two  methods  of 
fxinding,  $7,502  for  each  classroom  unit,  is  certainly  significant. 
And  the  question  of  how  much  is  needed  in  order  to  sufficiently 
fund  special   education  programs   is   important   from  several   aspects: 

(1)  An  insufficient  level  of  funding  would  work  to  the 
detriment  of  the  development  of  sound  quality  special 
education  programs. 

(2)  Funding  at  a  level  higher  than  necessary  fosters  waste 
and  works  to  the  detriment  of  developing  sound  fiscal 
and  program  accountability. 

(3)  As  more  and  more  new  special  education  classes  have 
been  started  during  the  past  few  years,  the  cost  for 
special  education  has  grown  substantially.  If  the 
definition  of  special  education  is  expanded  to  include 
the  educationally  handicapped,  then  the  number  of  new 
classes  will  continue  to  grow,  and  likewise  the  cost  of 
special  education  will  grow  si:±)Stantially  higher  making 
it  more  imperative  to  determine  what  an  appropriate 
level  of  funding  is. 


J-State  Law  and  Education  of  Handicapped  Children;      Issues   and 
Recommendations,   Frederick  J.   Weintraub,   Alan   R.    Abeson   and  David 
L.   Braddock,   The  Council  for  Exceptional  Children,   1971,   p.    56. 
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TREND  IN  TOTAL  REVENUES  PROVIDED  FOR  SPECIAL  EDUCATION  PROGRAMS 

The  table  below  shows  the  trend  in  total  revenues  provided  for 
special  education  from  iy70-71  through  19  73-74,  with  a  projected 
estimate  for  1974-75.  Eighty  percent  of  the  available  funds  for 
special  education  come  from  the  school  foundation  program  and  the 
remaining  20  percent  comes  from  the  school  district's  permissive 
levy. 


1970-71 
1971-72 
1972-73 
1973-74 
1974-75* 


(est.) 


Elementary 
Programs 

$  3,594,079 
4,435,299 

6,711,471 
10,155,600 


High  School 
Programs 

$   871,729 

1,241,041 

Not  available 

3,404,053 

4,838,400 


Total  Funds 
Available 

$  4,465,808 
5,676,340 

10,115,524 
14,994,000 


*The  1974-75  estimate  was  based  on  an  increase  of  74  new  classes 
for  children  who  are  mentally  retarded  and  physically  handicapped 
including  those  children  with  speech  and  hearing  impairTtients.  In 
addition  the  cost  for  100  new  classes  for  children  considered  to 
be  educatix)nally  handicapped  was  estimated. 

As  shown  above,  the  total  revenues  that  have  been  made  available 
for  special  education  programs  in  Montana,  at  $10.1  million  for 
the  present  school  year,  has  more  than  doubled  during  the  past 
four  years,  and  if  the  definition  of  special  education  is  expanded 
to  include  the  educationally  handicapped,  and  the  present  jnethod 
of  funding  special  education  is  retained,  then  the  total  cost  for 
special  education  will  approach  $15  million  by  the  1974-75  school 
year.  The  cost  beyond  1974-75  will  continue  to  increase  unLil  a 
saturation  point  is  reached  and  all  children  requiring  special 
education  are  provided  with  a  necessary  public  school  program  of 
special  services.  (See  Appendix  C  for  a  discussion  of  the  number 
of  children  requiring  special  education  services  in  the  state  of 
Montana. ) 


ACTUAL  EXPENDITURES  FOR  SPECIAL  EDUCATION  VERSUS  AVAILABLE 
REVENUES  FOR  SPECIAL  EDUCATION 

Part  of  the  controversy  surrounding  special  education  finance  is 
due  to  evidence  indicating  that  the  school  districts  conducting 
special  education  programs  have  not  spent  all  of  their  available 
revenues  for  special  education  programs  but  have  instead  diverted 
part  of  these  funds  to  the  regular  programs  of  the  school 
district. 

Unaer  the  present  system  of  funding  special  eaucation  programs, 
all   special   education   funds   are  depositea  in  the  general  fund 
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budget  accoxint  of  the  school  district.  In  other  words,  no 
separate  account  is  kept  for  the  special  education  monies  and 
these  funds  lose  their  identity  from  all  other  general  fund  budget 
monies  that  are  received  for  the  regular  program  of  the  school 
district. 

At  the  end  of  the  school  year,  each  school  district  that  has 
operated  an  approved  special  education  program  is  required  to 
submit  an  expenditure  report  on  all  of  the  funds  that  have  been 
expended  from  the  general  fund  budget  on  special  education.  This 
expenditure  report  is  part  of  the  Annual  Report  of  the  School 
Trustees,  which  is  prepared  by  the  school  district  and  submitted 
to  the  County  Superintendent  of  Schools  who  in  turn  submits  the 
report  to  the  State  Superintendent,  Since  special  education  funds 
are  a  part  of  the  schools'  general  fund,  the  special  education 
expenditure  categories  that  must  be  reported  are  identical  to 
those  reported  by  the  school  district  for  all  of  its  general  fund 
budget  expenditures,  and  the  special  education  expenditures,  in 
addition  to  being  reported  on  a  separate  special  education 
expenditure  report,  are  also  included  within  the  report  on  the 
total   general   fund  budget  expenditures  of   the  school   district. 

For  the  purposes  of  the  study  carried  out  by  the  Interim 
Subcommittee  on  Education,  an  analysis  of  the  school  district 
expenditure  reports  for  the  1971-72  school  year  was  undertaken. 
School  year  1971-72  was  selected  because  the  most  recent  data  was 
available   for  that  school  year. 

Note:  Although  more  recent  expenditure  reports  (1972-73) 
were  submitted  to  the  State  Superintendent  during 
September  of  this  fall  an  analysis  of  any  set  of 
expenditure  reports  is  a  lengthy,  time-consuming 
process  whicii  had  to  be  undertaken  prior  to  September  1 
in  order  for  the  interim  subcommittee  to  meet  all 
necessary  deadlines   for  the  completion  of  this   study. 

The  examination  of  the  1971-72  expenditure  reports  revealed  that 
67  percent  of  the  total  available  revenues  for  special  education 
were  spent   on  special   education  during   that  school  year. 

The  table  below  shows  a  comparison  of  the  available  funds  expended 
for  elementary  and  high  school  programs.  A  district-by-district 
breakdown  of  reported  expenditures  is  given  in  Appendix  D  of  this 
report. 
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Elementary         High  School  Total 

Programs  Programs  Programs 


1971-72 


Total   Funds  Available 

For  Those   Districts 

Reporting  Special 

Education  Expenditures*  $4,256,600  1,217,553  5,474,153 

Total   Funds   Spent  2,919,120  752,606  3,671,726 

Percent  of  Available 

Funds    Spent  69%  62%  67% 

*Although  there  were  101  school  districts  that  conducted 
special  education  classes  during  the  1971-72  school  year, 
only  9  4  of  those  districts  submitted  reports  of  their  special 
education  expenditures  to  the  office  of  the  Superintendent  of 
Public  Instruction,  For  this  reason,  the  total  funds 
available  tliat  appear  on  the  above  taible  is  slightly  less 
than  the  total  funds  actually  available  to  all  school 
districts  conducting  special  programs  as  shown  on  the  table 
on  page    14  of   this   report. 

Officials  from  the  State  Superintendent's  Office  and  various 
school  district  officials  have  given  testimony  to  either  tlie 
interim,  subcommittee  or  the  subcommittee  staff  to  the  effect  that 
they  did  not  think  that  the  expenditure  reports  for  1971-72  were  a 
valid  indication  of  what  the  school  districts  actually  were 
spending  on  special  education.  The  reason  given  for  this  opinion 
was  that  the  school  districts  did  not  know  how  to  accurately  fill 
out  tlie  reports  and  consequently  under- reported  their  actual  level 
of  expenditures.  In  order  to  determine  to  what  extent  the  school 
districts  may  have  actually  under- re ported  expenditures,  a  more 
in-depth   analysis  of   tiie  elementary-'   expenditures  was   undertaken: 

(1)  The  validity  of  the  reported  teacher  salary  data  was 
examined. 

(2)  The  credibility  of  the  reported  operation  and 
maintenance  costs  was   examined. 

(3)  Since  a  study  that  was  undertaken  by  the  National 
Education  Finance  Project  has  shown  conclusively  that 
it  costs  more  to  educate  a  special  child,  on  a 
per-pupil  basis,  than  it  does  a  regular  child,  a 
special  per-pupil  cost  Wcis  calculated  for  each  category 
of  expenditure  and  compared  to  the  corresponding 
regular  per-pupil  cost  to  see  whether  or  not  reported 
costs  for  special  students  in  Montana  were  nigher  than 
for  regular  students.  The  resulting  cost  ratios  or 
indices  were  examined  in  reference  to  the  optimum  cost 
ratios      that     were      developed  by   the  National   Education 
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Finance  Project  in  order  to  determine  the  overall 
credibility,  or  lack  thereof,  of  Montana  expenditures 
for  special   education. 

The  result  of  these  analyses  was  that  the  1971-72 
expenditures  reported  by  the  scliool  districts  for 
special  education  closely  approximated  what  these 
districts  actually  spent  for  special  education  in 
1971-72. 

Teacher  salaries  account  for  the  greatest  single  expenditure  for 
any  education  program,  be  it  education  for  special  children  or 
regular  children.  And  the  cost  of  teacher  salaries,  calculated  on 
a  per-pupil  basis,  are  higher  for  special  students  than  for 
regular  students  because  special  classes  are  smaller  in  size  than 
are  regular  classes.  That  is,  special  classes  have  a  lower 
student : teacher  ratio  than  do  regular  classes.  In  order  to 
determine  whether  or  not  special  teacher  salaries  were  accurately 
reported  for  the  1971-72  school  year,  seven  of  tlie  larger  school 
districts  in  the  state  were  asked  to  submit  a  list  to  the  interim 
subcommittee  that  showed  the  names  and  salaries  of  cdl  of  their 
special   education   teachers,    including  teacher  aides. 

Note:      It  is   noted  that  these   seven  districts      accounted     for 
5  8  percent  of  the   total   special   education   cost  for  1971-72, 

These  salaries  were  compared  with  the  total  teacher  salaries 
reported  on  the  1971-72  expenditure  reports.  Results  of  this 
examination   are   as    follows: 

Reported  on   Expenditure   Form  Actual  Salaries   Paid 

$1,005,192  $941,429 

As  shown  above,  the  total  amount  of  the  teacher  salaries  reported 
was  higher  than  the  actual  salaries  paid  in  those  seven  school 
districts.  Part  of  the  discrepancy  between  what  was  reported  and 
what  was  actually  paid  could  result  if  some  of  the  school 
districts  reported  the  special  education  supervisor's  salary 
within  the  same  cost  category  as  the  special  teachers,  as  was  the 
case  in  at  least  one  of  the  seven  districts.  In  any  event  it  is 
apparent  that  these  seven  larger  districts  did  not  under-report 
teacher  salaries.  In  order  to  determine  whether  or  not  the 
salaries  reported  by  the  remaining  school  districts  were  credible, 
the  total  expenditures  reported  for  teacher  salaries  was  divided 
by  the  total  number  of  special  teachers.  The  average  salary 
computed  was  $8,281,  which  is  $237  higher  than  the  average  salary 
paid  to  elementary  teachers  in  Montana  during  1971-72.  The 
difference  between  the  higher  average  salary  reported  for  special 
education  teachers  compared  to  the  average  elementary  salary  paid 
in   the   state   in   1971-72    could  have  more   than   one  explanation: 

(1)  The  salaries  for  special  education  teachers  may  be 
higher  than  the  average  teacher  in  Montana.  However, 
there   is   no   known  evidence   or  information  available      to 
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determine  whether  this  is  the  situation  or  not.  But 
there  is  no  particular  reason  v/hy  special  teachers 
would  be  paid  nigher,  or  lower,  salaries  than  other 
teachers. 

(2)  The  school  districts  may  have  reported  a  portion  of  the 
salaries  paid  to  regular  teachers  in  the  school  system 
if  regular  teachers  were  assisting  in  the  instruction 
of  special  students.  However,  state  officials  have 
indicated  that  the  practice  of  using  regular  teachers 
in   this  manner  would  have  been  minimal   in  1971-72. 

In  any  event  the  difference  between  the  average  salary  reported 
for  special  teachers  and  the  average  Montana  teacher  salary  is  not 
substantial  enough  to  make  any  significant  difference,  one  way  or 
the  other,  in  the  overall  level  of  expenditures  that  were  reported 
for  the   1971-72   school  year. 

It  is  concluded  that  the  data  that  was  gathered  in  order  to 
determine  whether  or  not  teacher  salaries  were  accurately  reported 
indicate  that  the  teacher  salaries  that  were  reported  for  tiie 
1971-72  school  year  were  in  fact  reasonably  accurate.  In  addition 
it  should  be  pointed  out  tiiat  the  school  districts  should  not  have 
any  problem  when  it  comes  to  accurately  reporting  special  teacher 
salaries.  Since  all  teacher  salaries  must  be  accurately  reported 
as  part  of  the  total  general  fund  expenditures  of  tiie  school 
district,  a  record  of  all  teacher  salaries  must  be  kept  and  it 
should  not  be  difficult  to  separate  the  special  teachers  from  tlie 
regular  teachers  in  order  to  accurately  report  special  teacher 
salaries. 

One  particular  problem  area  that  a  school  district  could  confront 
in  properly  reporting  special  education  expenditures  would  be  in 
the  area  of  indirect  cost,  that  is,  costs  that  are  in  essence 
shared  between  the  regular  cind  special  programs  and  as  a  result 
are  difficult  to  accurately  separate  for  reporting  purposes. 
Operation  and  maintenance  costs  of  the  physical  plant  for  special 
education  is  a  good  example  of  an  indirect  cost  that  is  not  easy 
to  identify  for  special  education  programs.  Operation  and 
maintenance  costs  include  utilities  as  well  as  salaries  for 
personnel  who  are  employed  to  operate  and  maintain  the  physical 
plant   of   the  school. 

The  National  Education  Finance  Project  foxind  that  it  costs  more, 
on  a  per-pupil  basis,  to  operate  and  maintain  the  physical  plant 
for  special  students  than  it  does  for  regular  students.  This  is 
due  solely  to  the  fact  that  classes  for  special  students,  which 
are  smaller  in  terms  of  pupil  size,  are  commonly  held  in  regular 
sized  classrooms  that  were  built  to  accommodate  25  to  30  regular 
students  instead  of  7  to  15  special  students.  The  special 
per-pupil  cost  for  operation  and  maintenance,  that  was  reported  as 
a  special  expenditure  for  1971-72,  was  $121.33  and  $45.82, 
respectively.  Compared  to  regular  per-pupil  costs  for  operation 
and     maintenance   the  special   costs  were   2.0  6   times  more   costly   for 
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plant  operation  and  2.11  times  more  costly  for  plant  maintenance. 
In  order  to  determine  whether  or  not  these  reported  costs  were 
higa  enough,  all  school  districts  that  had  operated  special 
programs  in  1971-72  were  asked  to  report  to  the  interim 
subcommittee  what  the  actual  square  footage  was  for  their  (1) 
special  classrooms,  (2)  regular  classrooms,  and  (3)  all  areas 
shared  between  special  and  regular  students  such  as  cafeterias, 
Hallways,  restrooms  and  gymnasiums.  From  the  information  received 
an  operation  and  maintenance  cost  for  the  district's  special 
students  was  computed.  The  resulting  operation  and  maintenance 
costs  should  represent  a  very  close  approximation  of  what  it 
actually  cost  the  district  for  these  special  costs.  (The  formula 
used   for   the  calculation   follows   on  page   20.) 

After  calculating  what  the  school  districts'  actual  operation  and 
maintenance  costs  were  for  their  special  students  in  1971-72,  tiie 
resulting  data  was  compared  to  what  the  districts  had  reported  for 
these  costs  on  tlie  1971-72  special  education  expenditure  report. 
The  table  on  the  top  of  page  21  shows  what  was  reported  for  these 
costs  compared  to  the  actual   costs. 
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FORMULA   FOR  CALCULATING   ACTUAL   OPERATION 
COSTS    FOR  SPECIAL    PROGRAMS* 


Classroom  Areas 


Shared  Areas 


(1)    Calculate   the  school 

district's   total    classroom 
square   footage   as   a  percent 
of  the  total   square   footage 
of   the   plant 


(2)  Use  the  above  percent  as 
the  proportion  of   the   school 
district's    total   operation 
costs   to  be  allocated  for 
classrooms 

(3)  Determine  what  percent   the 
special   classroom  square 
footage   is  of   the  district's 
total    classroom  square 
footage 

(4)  Multiply   the  operation 
costs   set   aside   for  class- 
rooms   in   step    (2)    above  by 
tlie  percent   obtained   in 
(3)    above   to   equal 

(5)  The  special  operation  costs 
for  special   classroom  areas 


(6)  Calculate   the  school 
district's   total  non- 
classroom  square    footage 
as  a  percent  of   the   total 
square   footage   of   the 
plant 

(7)  Use   the  above  percent   as 
the  proportion  of   total 
operation   costs  to  be 
allocated   for  shared 
costs 

(8)  Determine  what  percent  the 
special   enrollment   is   as   a 
percent  of  the  school's 
total   enrollment 


(9)    Multiply    the  operation 

costs    set    aside   for  shared 
areas   in    (7)    above   to 
equal 


(10)    The  special   operation 
costs    for  shared  areas 


Add  the  results  obtained  in  step  (5)  to  the  results  contained  in 
step  (10)  to  get  tlie  total  special  cost  for  operation  of  the 
plant. 

*The  foarmula  for  calculating  maintenance  costs  is  the  same.  Just 
substitute  maintenance  wherever  the  word  operation  appears  in  the 
formula. 
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Operation  Costs  —  18  School  Districts 

Amount  Reported  on 

Expenditure  Form:  $107,365 

Estimated  Amount  That 

Should  Have  Been  Reported:  92,397 

Difference  $  14,968 

Maintenance  Costs  —  18  School  Districts 

Amount  Reported  on 

Expenditure  Form:  $  42,742 

Estimated  Amount  That 

Should  Have  Been  Reported:  39,386 

Difference  $   2,356 

As  shown  above  the  18  responding  school  districts  reported  more 
cost  for  plant  operation  and  maintenance  than  would  have  been 
reported  had  a  formula  been  used  to  calculate  these  costs  that  was 
based  on  the  actual  utilization  of  the  physical  plant  by  the 
special  children.  However,  the  difference  is  not  large  enough  to 
constitute  any  serious  over-reporting  of  these  expenditures  by  the 
school  districts.  In  fact,  it  appears  that  the  school  districts 
did  a  reasonably  accurate  job  of  reporting  operation  and 
maintenance  costs  for  special  students.  It  should  be  noted, 
however,  that  some  of  the  smaller  school  districts  in  the  state 
did  not  report  any  costs  for  operation  and  maintenance  of  the 
physical  plant.  Obviously,  those  districts  incurred  some 
operation  and  maintenance  costs  and  the  fact  that  they  did  not 
report  any  such  costs  could  mean  that  the  statewide  special 
per-pupil  costs  that  were  calculated  for  operation  and  maintenance 
may  be  somewhat  lower  than  they  should  have  been. 

In  conclusion,  it  is  apparent  the  special  costs  that  were  reported 
for  operation  and  maintenance  of  the  physical  plant  represent  a 
reasonably  accurate  reflection  of  what  it  cost  the  school  district 
for  these  expenses.  The  actual  situation  may  be  that  these 
expenses  were  slightly  over-reported  or  slightly  under-reported. 
But  in  either  case,  the  amount  would  not  be  substantial  enough  to 
affect  the  million  dollar  plus  discrepancy  between  the  araount  of 
revenues  available  for  special  education  and  the  amount  of  funds 
reported  to  have  been  spent  on  special  education  for  the  19  71-72 
school  year. 

In  review,  it  is  concluded  that  teacher  salaries,  which  account 
for  the  greatest  share  of  all  special  education  expenses  were 
accurately  reported.  Operation  and  maintenance  costs,  which  are 
higher  for   special   stuaents   than  regular   students,   were  not 

-21- 


significantly  over- reported  or  under- reported.  What  about  the 
remaining  cost  categories  that  contribute  to  the  expense  of 
conducting  a  special  as  well  as  a  regular  education  program?  The 
table  on  the  following  page  shows  how  much  was  reported  to  have 
been  expended  for  each  special  elementary  student  in  1971-72 
compared  to  what  it  cost  for  each  regular  student  during  the  same 
school  year.  The  table  also  shows  what  the  ratio,  or  index,  was 
between  special  and  regular  students  for  each  cost  category.  (The 
indices  were  computed  by  dividing  the  special  per-pupil  costs  by 
tiie  regular  per-pupil  costs  to  determine  to  what  extent  special 
per-pupil   costs  were  higher  than   regular   costs.) 


Special   Education  Costs  Compared  to   Regular  Education 
Costs    for  Those  Elementary  Districts  Conducting  Special  Classes 

During   1971-72 


Special  Pei^- 

Regular  Per- 

Special   Per- 

Pupil  Cost 

Pupil   Cost 

Pupil    Index 

$      148.14 

$    78.88 

1.88 

854.36 

427.44 

1.99 

38.77 

25.20 

1.53 

13.41 

•     4.74 

2.82 

13.11 

13.89 

0.94 

11.58 

2.57 

4.50 

1.52 

0.36 

4.22 

121.33 

58.84 

2.06 

46.82 

22.13 

2.11 

5.82 

1.67 

3.48 

3.42 

1.38 

2.47 

89.90 

44.34 

2.02 

48.97 

16.40 

2.88 

$1,397.13 

$697.74 

1.99 

Administration 
Instructional  Salaries 
Instructional  Supplies 
Other  Instruc.    Expense 
Library  Services 
Health  Services 
Attendance  Services 
Operation  of  Plant 
Maintenance  of  Plant 
Food  Services 
Student  Body 
Otlier  Current  Charges 
Capital   Outlay 

Total 

It  should  be  noted  that  these  per-pupil  costs  include  EMR,  TMR,  PH 
and  IH  programs  but  do  not  include  any  costs  for  speech  and 
hearing   programs   in  Montana. 


The  analysis  of  the  special  per-pupil  costs  in  relation  to  regular 
per-pupil  costs  revealed  that  the  costs  reported  for  special 
children  in  1971-72  were  reasonably  accurate.  Although  some  of 
the  costs  appear  to  be  over- reported,  none  of  the  costs  appear  to 
have  been  under- reported,  and  those  costs  that  appear  to  be 
inflated  are  not  substantial  enough  in  terms  of  total  funds  to 
affect  the  discrepancy  between  the  amount  of  funds  reported  to 
have  been  spent  in  1971-72  compared  to  the  amount  of  special 
revenues  that  were   available   in  1971-72. 
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As  shown  on  the  preceding  table,  all  cost  categories,  with  tiie 
exception  of  library  expenses,  indicate  higher  costs  for  special 
children  than  for  regular  children  with  an  overall  total  special 
expense  of  $1,397  per  special  student  compared  to  $698  per  regular 
student.  Converted  to  an  index,  special  costs  were  1.99  times 
more  for  each  special  student  than  were  expenditures  for  regular 
students.  Overall,  special  costs  should  be  higher  on  a 
per-student  basis,  but  not  all  special  costs  should  be  higher  tlian 
regular  per-student  costs.  In  brief,  in  a  study  conducted  by  the 
National  Education  Finance  Project,  where  special  education  costs 
were  compared  to  regular  education  costs  in  24  school  systems 
known  nationally  for  the  high  quality  of  their  special  progams,  it 
was  concluded  that  costs  which  contributed  the  most  to  higher 
special  per-student  costs  were:  (1)  teacher  salaries,  due  to 
lower  student: teacher  ratios,  (2)  operation  and  maintenance  costs 
due  to  larger  classrooms  than  are  necessary,  (3)  salaries  for 
supportive  personnel  such  as  counselors  due  to  additional  problems 
that  special  students  encounter,  and  (4)  transportation  costs.* 
In  addition,  it  was  found  that  special  expenditures  for 
administration,  fringe  benefits,  and  instructional  supplies  and 
equipment  were  found  to  contribute  to  cost  differentials  between 
special  and  regular  education.  Expenditure  components  that  did 
not  contribute  to  cost  differentials  included  expenditures  for 
clerical  and  secretarial  services  and  the  cost  of  food  service. 
(See  Appendix  E  for  further  discussion  of  the  cost  indices  that 
were  developed  by  the  National  Education  Finance  Pro:ject  for 
special-to- regular  students.)  As  shown  on  tiie  preceding  table 
special  per-pupil  costs  for  administration,  instructional  supplies 
and  other  instructional  expense  are  higher  for  special  students 
than  for  regular  students.  As  mentioned  above,  this  should  be  the 
case,  although  it  is  difficult  to  determine  exactly  how  much 
higher  these  reported  costs  should  have  been  given  the 
developmental  level  of  Montana's  special  education  programs  in 
1971-72. 

*Since  cost  data  for  the  transportation  of  special  children  is 
non-existent  in  Montana  and  because  transportation  is  not 
funded  out  of  the  general  fund  budget  but  from  a  separate 
transportation  fund,  no  attempt  was  made  to  include  the  cost 
for  special    transportation  in  this   study. 

Those  special   costs  that  appear  to  be  unreasonably  high   include: 

(1)  Special  per-pupil  costs  for  secretarial  and  clerical 
services  do  not  appear  on  the  preceding  table.  These 
costs  are  included  within  the  administration  cost 
component,  but  when  broken  out  separately  from  total 
administration  costs,  it  was  found  that  these  costs 
were  1.35  times  higher  for  each  special  student  than 
for  each  regular  student. 

(2)  Costs  for  food  services  were  reported  to  be  3.4  8  times 
more  costly  for  special  students  than  for  regular 
students. 
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(3)  Costs  for  attendance  services  were  4.22  times  more 
expensive  for  special  students  compared  to  regular 
students.  Attendance  services  refer  to  activities 
which  have  as  their  primary  purpose  the  promotion  and 
improven^ent  of  children's  attendance  at  school  through 
the  enforcement  of  compulsory  attenaance  lav/s  and  other 
means. 

(4)  Special  per-student  costs  for  student  body  activities 
were  reported  to  be  2.47  times  more  costly  than  for 
regular  students.  Student  body  activities  refer  to 
such  things  as  inter scholastic  athletics  and  band. 

In  summary,  it  is  impossible  to  conclude  that  the  total 
expenditures  reported  for  special  education  do  not  represent  a 
reasonable  facsimile  of  the  actual  level  of  expenditures  that  were 
incurred  during  the  1971-72  school  year.  Because,  (1)  those  cost 
components  that  are  most  important  in  accounting  for  the  high  cost 
of  special  education  have  been,  for  the  most  part,  accurately 
reported,  (2)  additional  cost  components  that  contribute  to  the 
high  cost  of  special  education  such  as  administration,  supplies 
and  equipment,  also  show  a  substantially  higher  cost  for  special 
students,  and  (3)  although  some  of  tlie  remaining  cost  components 
appear  to  be  inflated,  the  overall  amount  of  money  involved  for 
these  components  was  not  substantial  enough  to  significantly 
alfect  the  overall  level  of  expenditures  that  were  reported  for 
thu  ly 71-72  sciiool  year. 


THE  LLVLL  OF  EXPENDITURES  PLANNED  FOR  SPECIAL  KUUCATION  FOR  THL: 
1973-74  SChOOL  YEAR  " 

Prior  to  approval  of  any  special  education  program,  tlie  Office  of 
the  Superintendent  of  Public  Instruction  required,  for  the  first 
time  this  year,  that  each  school  district  planning  to  conduct  a 
special  education  program  during  1973-74  siibmit  a  budget  showing 
how  the  district  planned  to  spend  special  education  funds. 

The  table  below  shows  the  total  amount  of  special  education 
revenues  available  to  those  districts  that  submitted  budgets  to 
the  state  office  and  the  total  amount  of  those  funds  that  were 
budgeted  for  special  education  purposes. 
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Elementary        High   School 


Total 


1973-74 

Total   Amount   of 
Funds  Available 

Total  Amount  of 
Funds   Budgeted 

Percent   of  Available 
Funds  Budgeted 


$6,289,265        $3,051,753        $9,341,018 


5,737,210  2,166,868  7,904,078 


91% 


71% 


85% 


(A  district-by-district  breakdown  of  this  information  is  given  in 
Appendix  F  of  this  report.) 

Note:  The  total  amount  of  available  funds  shown  above  is 
less  than  the  actual  amount  of  funds  available  for  special 
education  as  shown  on  page  14  of  this  report.  This  is 
because  the  special  education  budgets  were  submitted  to  the 
state  last  February  and  during  the  succeeding  months  several 
new  classes  of  special  education  were  approved  by  the  state. 
But  since  budgets  for  those  new  classes  were  not  required  by 
the  state  it  would  not  be  valid  to  compare  the  actual  total 
amount  of  funds  available  (as  given  on  page  14  )  to  the 
amount  of  funds  budgeted,  as  given  above,  when  budgets  were 
not  actually  submitted  or  required  for  all  of  the  new 
classes. 


It  is  obvious  that  if  the  school  districts  actually  spend  tlie 
amount  of  funds  that  they  indicated  they  were  planning  to  spend 
for  special  education  elementary  programs,  that  a  dramatic  change 
would  have  taken  place  within  special  education  programs  in  this 
state  since  the  1971-72  school  year.  Given  the  fact  that  the 
19  71-72  expenditures  are  a  reasonably  accurate  reflection  of  the 
amount  of  funds  spent  that  year,  the  1973-74  budget  forms  cannot 
be  accurate  unless  a  tremendous  increase  in  the  delivery  of 
special  education  services  is  occurring  throughout  the  state.  But 
there  is  no  evidence  to  suggest  that  such  massive  changes  are  in 
fact  occurring  and  it  is  concluded  that  the  special  education 
budgets  for  the  current  school  year  are,  in  fact,  inflated  and  do 
not  represent  what  the  school  districts  are  actually  spending  on 
special  education  during  the  present  school  year. 

In  order  to  determine  whether  or  not  significant  changes  in  the 
actual  delivery  of  special  services  were  occurring,  27  elementary 
school  districts  representing  large,  medium  and  small  size 
districts  were  selected  at  random  and  questioned  concerning  the 
number  of  supportive  personnel*  that  they  had  hired  for  1973-74 
compared  to  those  supportive  personnel  on  staff  during  1971-72. 
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Salaries        paid     to      these     personnel      v/ere     also      requested.  In 

addition,    tlie  districts  were   asked   to      provide      an      inventory  and 

cost  of  the  special  equipment  and  special  supplies  that  they  had 
purchased  during  19  71-72    and   for  the  1973-74   school   year, 

*Note:  Supportive  personnel  defined  as  teacher  aides ^  special 
education  super'/isors,  psychometrists ,  psychologists,  family 
counselors,  student  counselors,  social  workers,  curriculum 
specialists,   nurses,    and  physical   therapists. 

Among  those  districts  that  responded  to  the  questionnaire,  it  is 
evident  that  massive  changes  have  not  occurred  in  the  availability 
of  supportive  personnel  to  special  education  classes  with  the 
exception  that  there  are  many  more  teacher  aides  aVvi,ilable  to 
special  classes  in  1973-74  than  were  available  in  1971-72, 
However,  it  should  be  noted  that  this  incree-.se  is  due  to  the 
hiring  of  additional  aides  in  the  largest  school  districts  only, 
where  there  were  no  more  tiian  half  a  dozen  aides  in  1971-72,  In 
any  event,  in  spite  of  tlie  increase  in  teacher  aides,  it  is  not 
great  enough  to  maJ  e  much  overc.ll  difference  in  the  increase  in 
tlie  expenditure  of  funds  reportedly  planned  for  1973-74.  For  one 
thing,  the  present  annual  average  salary  for  a  teacher  aide  in 
Montana  is  only  $2,462,  which  is  not  particularly  high.  And  even 
if  every  single  elementary  special  education  class  had  the 
services  of  a  full-time  aide,  which  of  course  they  do  not  nave 
even  in  the  larger  districts,  the  total  cost  would  be  slightly 
over  $5  00,000,  compared  to  $173,000  that  was  reported  in  the 
1973-74  budgets. 

Since  the  cost  of  teacher  salaries  accounts  for  the  greatest  share 
of  the  general  fund  budget  expenditures  of  any  school  district, 
for  both  regular  and  special  classes,  seven  of  the  largest  school 
districts  in  the  state  were  asked  to  submit,  to  the  interim 
subcommittee  a  list  of  the  special  education  teachers,  including 
teacher  aides,  planned  for  the  1973-74  school  year  along  with  the 
attendant  salaries  anticipated  to  be  paid.  These  salaries  were 
then  compared  to  the  amount  that  had  been  reported  on  the  budget 
forms  for  tiiose  sciiool  districts.  This  examination  revealed  that 
those  particular  school  districts  had  accurately  reported  their 
teacher  salaries   on   the  1973-74  budget   form. 

The  tables  that  appear  on  the  following  page  show  a  detailed  line 
item  breakdown  of  special  per-pupil  costs  in  1971-72  compared  to 
those  reported  for  1973-74.  The  following  observations  are  made 
concerning   tiie  differences  between  1971-72   and  1973-74. 

(1)      Administrative    costs 

The  budgeted  per-pupil  expenditure  for  total  administrative  costs 
increased  quite  substantially  from  $148.14  to  $211.40.  A  closer 
examination  of  this  cost  reveals  that  most  of  the  increase  is  due 
to  higher  per-pupil  costs  for  clerical  services  and  salaries  for 
school  principals.*  As  previously  indicated  in  tiiis  study,  tiie 
cost      configuration     study      that     was      completed     by      the    >lational 
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Education  Finance  Project  foiind  that  clerical  costs  do  not 
contribute  anything  to  the  higher  per-pupil  cost  of  educating 
special  cliildren.  Also,  as  previously  indicated  in  this  report, 
the  special  clerical  salaries  reported  by  Montana  school  districts 
in  1971-72  appeared  to  be  too  high.  Under  these  circumstances  it 
is  impossible  to  explain  why  it  would  now  cost  $14.68  more  for 
each  special  student  for  clerical  services  in  the  District 
Superintendent's  office  in  1973-74  compared  to  1971-72.  Clerical 
salaries  reported  in  the  principal's  office  also  increased  from  a 
high   $24.71  per  special   pupil   in   1971-72    to  $26.24    in  1973-74. 

*Note:  Although  special  education  supervisor  salaries  are 
also  included  in  this  cost  category,  the  increase  in  the 
number  of  special  education  supervisors  is  so  minimal  that  it 
cannot   account    for  a  substantial   part  of   this    increase. 
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DETAILED   LINE    ITEM   BREAKDOWN   OF 
SPECIAL    PER-PUPIL    COSTS 
1971-72,    1973-74 


1971-72 

Expenditures 

Special   Per- 

Pupil   Cost 


1973-74 
Special  Dudgets 
Specxal    Per- 
Pupil   Cost 


Administration 

Prof.    Salaries    (Supt.) 
Clerical  Salaries    (Supt.) 
Supplies    (Supt.) 
Supervisor   &  Prin.   Salary 
Clerical   Salary    (Prin.) 

(ALL) 


$    42, 

.30 

3. 

,08 

3. 

.22 

74. 

.83 

24. 

.71 

($148. 

.14) 

$  35.69 

17.76 

7.46 

124.25 

26.24 

($      211.40) 


Teacher  Salaries 

Special  Teachers 
Otlier   Regular  Teacliers 
Aides 

(ALL) 


($854.36) 


1,070.31 

80.89 

105.89 

($1,257.09) 


Instructional   Supplies 

Special   Supplies 
Special   Equip.    (Minor) 
General   Supplies) 
Textbooks  ) 

Other 

(ALL) 


38.77 
13.41 

($    52.18) 


29.61 
26.68 
33.36 
17.76 
6.57 

($      113.98) 


Consultants 


33.69 


Library 

Health 

Attendance 


13.11 

11.58 

1.52 


32.28 
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Supportive   Services 


Operation,    Plant 


Maintenance,    Plant 


121.33 
46.82 


109.52 

169.25 

68.11 


Food 
Student  Body 


5.82 
3.42 


6.29 

11.74 


Other  Current  Charges 

Insurance 

Rental   of  Land   &   Bldg, 

Social   Security 

Other 

(ALL) 


27.61 

13.43 

42.28 

6.43 

($    89.90) 


53.79 
45.51 
96.48 
32.34 

($      228.12) 


Capital   Outlay 

Sites 
Buildings 
Remodel ing 
Spec.    Ed.    Equip 
Other 


1.73 
18.63 

1.76 
20.08 

6.74 


.33 

7.37 
23.37 
46.04 


(ALL) 


($    48.94) 


($ 


77.11) 


GRAND   TOTAL 


$1,397.13 


$2,318.58* 


19  71-72      Data   includes    all   elementary  districts  with   special 
programs. 

1973-74     Data  includes   27   elementary  districts   selected  at 
random. 


*It  is  noted  that  the  actual  total  per-pupil  cost  that  was 
budgeted  by  all  of  the  school  districts  submitting  budgets  was 
$2,500.  The  fact  that  the  27  districts  that  were  selected  at 
random        for        a       more-detailed      line      item     analysis     of     budget 
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expenditures  had  a  lower  planned  expenditure  than  tlie  districts 
throughout  the  state  is  indicative  of  the  fact  that  the  districts 
selected  at  random  are  slightly  larger  than  the  average  school 
district  that  conducts  special  education  classes  in  Montana,  and 
per-pupil  costs  are  somewhat  lower  in  larger  districts  and 
somewhat  higher  in  smaller  districts. 


-30- 


In     many      instances,      particularly      among   smaller   and  medium  sized 
school   districts,    it   is   difficult   to  determine  how  much   should     be 
prorated     and     reported     as   a  legitimate   special   education  expense 
for  such   things   as   administrative    cost   for  special   programs.      This 
is   because  many  of  the      smaller     school      districts      in      the     state 
cannot      justify     hiring      a     supervisor     or   clerical   person   to  work 
full-time  with   just  one   class  of  special   students,    often  no   larger 
than   eight  students.      In      situations      such      as      these     the     school 
district       must       prorate        a        share     of      tlie      school      district's 
administrative  personnel   to   the   special   program.      And,    it   is  noted 
that  the  school   districts   are  using   a  wide  variety   of     methods      to 
determine   the   amount   to  be  prorated  to   special   education.      In  some 
instances        a     record     of      the      actual      amount     of     time     that      an 
administrator     spends      with      the     special      program      is      3;:ept,      and 
whatever     percentage  this   is  of  the  administrator's   total   time,    is 
applied  to  his/her  salary      and     this      amovmt     is      charged     to      the 
special      program.        This      is      a     very   accurate  method  of  prorating 
special   education      costs.        However,      in     other     instances      school 
districts      are     using     proration     methods      t]:iat  unduly   inflate   the 
amount      that      is      charged      to     special      education      programs.        For 
example,      one     large   district  prorates  on   the  basis   of  special  ANB 
to     regular     ANB,        This     method     of        prorating        special        costs 
automatically     results    in   a  special   per-pupil   charge   that   is   three 
to  six   times  more   for  each   special   pupil,    and  the  result  bears     no 
relationship     to     the   amount  of  time  spent  with   a  special  program. 
Another  method  of   prorating  shared  costs   that  results   in     inflated 
charges      to  special   programs   is   a  classroom  unit  percentage.      That 
is,    if   tliere  are  100   classrooms   in  the   school   and  ten  of    these  are 
used  for  special   education   then  ten  percent  cf   the  school's      total 
administrative     cost     would  be  charged  to  special  education.      Once 
again   this  method  bears  no   relationship   to   the  amount  of   time   tliat 
shared  personnel  spend  with   special   programs  and^   because     special 
children     use     more      classroom     space     per     pupil      this     method  of 
prorating      such      shared      costs      as      administration        automatically 
inflates        the      amount      of      funds     that     are      charged      to     special 
education. 

It  should  be  noted  that  although  the  school  districts  are  using  a 
wide  variety  of  methods  to  determine  shared  or  indirect  cost  for 
special  education  programs,  tlie  school  districts  have  never 
received  any  instructions  regarding  acceptaJble  methods  that  should 
be  used  to  determine  these  costs.  The  special  education  handbooK 
contains  just  one  sentence  regarding  this:  "Costs  that  are  shared 
between  special  and  regular  programs  may  be  prorated."  In 
conclusion,  the  administrative  costs  for  1973-74  appear  to  be  far 
too  high,'  and  one  reason  may  be  the  use  of  methods  that  are 
inappropriate  for  prorating  costs  that  are  shared  between  special 
and  regular  students. 

(2)      Library   Services 

Special  per-pupil  budget  amounts  for  library  services  in  1973-74 
appear  to  be  inflated.  The  library  cost  for  1971-72  was  $13.11 
for  each   special  pupil.      This  was   slightly   less      than     the     amount 
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spent  for  regular  students  which  is  plausible  considering  that 
there  is  no  reason  why  special  children  would  utilize  a  library 
more  tlian  other  children  particularly  in  light  of  the  fact  that 
some  special  children  —  for  example,  the  trainable  mentally 
retarded  —  are  unable  to  learn  to  read.  A  per-pupil  budgeted 
amount  that  is  2.5  times  more  expensive  than  tJiat  reported  in 
19  71-72,   which   appears    to  be  accurate,    is    impossible   to  explain. 

(3)  Operation   and  Maintenance 

Costs  for  Operation  and  Maintenance  that  were  budgeted  for  special 
education  are  1.39  and  1,45  times  more,  respectively,  for  each 
special  student  in  1973-74  compared  to  1971-72.  Considering  that 
operation  and  maintenance  costs  may  have  been  slightly 
under-reported  in  1971-72,  some  increase  should  appear  on  the 
1973-74  budgets. 

(4)  Otiier  Current   Charges 

Other  current  charges  include  the  cost  for  insurance,  social 
security,  rental,  and  a  category  simply  called  "other."  The 
amount  budgeted  per  special  pupil  for  all  other  current  charges 
increased  ovei:  reported  expenditures  in  1971-72  from  $89.90  to 
$2 28 ..12.  Some  of  the  increase  seems  reasonable  and  some  of  it 
does   not. 

The  cost  of  social  security*  should  increase  in  order  to  reflect  a 
more  intensive  use  of  classroom  personnel.  For  example, 
additional  teacher  aides  cind  also  more  regular  teachers  are  now 
assisting  in  the  classroom  instruction  of  special  students  and  so 
a  portion  of  any  social  security  expense  paid  by  the  school 
district  for  these  personnel  should  be  charged  as  a  special 
education  expenseo 

*Note:  It  should  be  noted  that  as  of  the  current  scliool  year, 
social  security  will  no  longer  be  funded  from  tlie  general 
fund  account  of  the  school  district.  So  general  funds 
originally  budgeted  for  social  security  are  now  available  for 
other  general  fund  purposes  for  special  education.  The  cost 
for  social  security  was  included  in  this  analysis  of  1973-74 
planned  expenditures  because  at  tlie  time  when  school 
officials  were  preparing  tliese  budgets,  tiiis  change  had  not 
been  passed  into   law. 

Insurance  costs  include  premiums  for  health  insurance  as  well  as 
for  such  things  as  fire,  theft  and  storm.  The  cost  for  health 
insurance  should  increase  on  a  per-pupil  basis  for  tlie  same  reason 
as  did  social  security.  But  there  is  no  reason  why  insurance  for 
fire,  theft  and  storm  should  cost  any  more  for  special  students 
tlian  for  regular  students.  Because  all  insurance  costs  are 
reported  together,  it  is  not  possible  to  determine  how  much  of  the 
increase  was  reported  for  health  and  how  much  was  reported  for 
fire,    tlieft   and  storm. 
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The  cost  for  rental  of  land  and  buildings  increased  from  $13.43 
per  special  pupil  to  $45.51  per  special  pupil.  Such  an  increase 
is  difficult  to  explain  given  the  fact  that  declining  school 
enrollments,  occurring  for  several  years  throughout  the  state, 
should  have  alleviated  some  of  the  pressure  for  additional 
classrooms . 

It  is  noted  tliat  the  other  current  charge  category  referred  to  as 
"other"  increased  sxobstantially  from  $6.43  to  $32.34.  It  is 
difficult  to  interpret  a  oost  category  that  is  defined  as  "other." 
However,  it  was  noted  that  several  school  districts  typed  in  an 
explanation  to  this  line  item  and  defined  it  as  costs  for 
retirement.  Since  retirement  costs  are  not  funded  out  of  the 
general  fxind  budget  account  of  the  school  district,  but  out  of  a 
separate  fund  altogether,  no  school  district  should  be  reporting 
retirement  costs  as  part  of  the  school's  general  fund.  It  is 
simply   impossible    to  do  so. 

(5)  Capital   Outlay 

The  total  budgeted  amount  per  special  pupil  increased  by  1.57 
times  over  the  per-pupi.l  amount  reported  to  have  been  spent  in 
1971-72.  This  increase  is  due  largely  to  remodeling  costs  and  the 
cost  for  special  education  equipment.  (The  cost  for  special 
education  equipment  is  discussed  further  on  in  this  report. ) 
Remodeling  cost  for  special  students  increased  substantially  from 
$1.76  per  student  to  $23.37  per  student.  However,  the  greater 
share  of  the  cost  budgeted  for  this  item  was  due  to  a  single 
school  district.  This  district  is  a  medium  sized  school  with  four 
classes  of  elementary  special  education.  A  telephone  call  to  the 
special  education  teacher,  who  also  supervises  the  special 
elementary  program,  revealed  that  a  very  minor  remodeling  job  had 
been  undertaken  in  one  of  the  special  classrooms  but  that  this 
couldn't  possibly  account  for  the  large  sum  budgeted.  This 
teacher  indicated  that  substantial  remodeling  had  been  undertaken 
in  some  of  the  regular  classrooms,  and  it  was  her  opinion  that  the 
cost  for  remodeling  that  appeared  on  tlie  special  education  budget 
was  in  fact  for  remodeling  expenses  of  the  regular  school  program. 
This  same  teacher  also  indicated  that  a  substantial  amount  of 
money  had  been  budgeted  for  teacher  aides  but    lone  had  been  hired. 

(6)  Instructional   Supplies    and  Special   Education  Equipment 

Budgeted  expenditures  for  1973-74  increased  over  actual 
expenditures  in  1971-72  for  both  instructional  supplies  and  for 
special  education  equipment.  Instructional  supplies  increased  to 
$113.9  8  per  special  student  and  purchases  of  major  special 
education  equipment  increased  from  $20.0  8  per  special  student  to 
$46.04.  Instructional        supplies        are        defined        largely        as 

expenditures  that  are  constructively  consxamed  in  the  teacher 
learning  process.  As  such  it  is  somewhat  difficult  to  imagine 
spending  $113.9  8  on  each  special  child  in  the  state  for  supplies 
that  may  be  consumed.  An  examination  of  the  inventory  and  cost  of 
those     supplies      and     equipment      that     had  been  purchased  by  those 
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school  districts  that  were  selected  at  random,  and  asked  to 
provide  the  interim  subcommittee  with  additional  information, 
revealed  that  items  were  budgeted  for  but  have  not  in  fact  been 
purchased.  For  example,  one  very  small  school  district  with  one 
class  of  four  children  budgeted  a  total  of  $8,000  in  supplies  and 
equipment.  But  the  inventory  submitted  to  the  subcommittee 
indicated  total  purchases  of  only  $950.00.  Another  medium  sized 
school  district  with  three  special  classes  ana  22  students  charged 
one-third  of  the  school  aistrict's  total  expenditures  for  library 
equipment  to  the  special  program,  even  though  the  special 
enrollment  is  no  more  than  four  percent  of  the  total  school 
enrollment  and  seven  of  the  22  special  students  are  trainable 
mentally  retarded  children  who  cannot  be  taught  to  read. 

In  addition  to  the  examples  previously  cited  that  indicate  that 
the  1973-7  4  budgets  are  inflated,  additional  information  is 
available  that  reveals  more  serious  indications  of  inflated  budget 
amount  s . 

For  example,  one  very  large  school  district  included  the  special 
education  cost  for  teachers  retirement  and  transportation  on  the 
special  education  budget  form.  Since  these  costs  are  not  funded 
through  the  general  fund  account  of  the  school  district,  but  are 
funded  through  separate  budgets  altogether,  no  cost  for  these 
items  should  appear  on  the  special  education  budge i;  wliich  includes 
general  fund  budget  items  only.  It  is  simply  impossible  to  budgec 
for  transportation  and  teachers  retirement  in  such  a  manner.  It 
is  noted  that  the  total  budget  for  special  education  that  was 
reported  in  this  school  district  came  to  96  percent  of  the 
available  funds.  When  the  non-general  fund  items  are  removed,  the 
amount  budgeted  comes  to  85  percent  of  the  available  funds. 

In  another  large  school  district  the  full  salaries  —  some  of 
them  in  the  $18, 000-$20^ 000  range  —  were  charged  to  special 
education  even  though  these  personnel  do  not  spend  full  time  v;ith 
the  special  education  program.   For  example: 

(1)  The  full  salary  for  one  employee  who  directs  the 
administration  of  a  pupil  service  oriented  program  was 
reported  on  the  special  budget  form  even  though  the 
total  special  student  caseload  of  this  program  is  no 
more  tlian  33  percent.  Actually,  none  of  this  person's 
salary  should  appear  on  the  special  budget  because  this 
salary  is  not  being  funded  out  of  the  general  fund  of 
the  school  district.  This  total  salary  is  being  paid 
for  with  federal  funds. 

(2)  Another  full  salary  for  an  employee  who  is  employed  on 
a  full-time  basis  in  the  same  program  mentioned  above 
spends  an  estimated  75  percent  of  the  time  with  special 
children. 

(3)  The  total  salary  of  the  special  education  supervisor  in 
this  school  district  appears  on  the  budget  in  spite   of 
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the  fact  that  this  person's  time  is  split  betv/een 
supervision  of  special  education  and  supervision  of  all 
federal  programs  in  the  school  district. 

In  sununary,  it  seems  conclusive  that  the  1973-74  special  education 
budgets,  that  were  submitted  to  the  State  Superintendent's  office 
late  last  winter  prior  to  state  approval  of  the  districts'  special 
education  programs,  were  inflated  and  did  not  in  fact  represent 
what  the  school  districts  were  actually  intending  to  spend  on 
special  students.  Irregularities  found  in  this  budgeting  process 
that  resulted  in  inflated  budget  amounts  for  special  education  may 
be  summarized  by  the  following  points: 

(1)  In  some  instances  it  is  apparent  tiiat  excessively  high 
per-pupil  amounts  budgeted  are  due  to  the  use  of 
proration  methods  that  unduly  inflate  special  costs. 
The  results  of  such  practices  amount  to  charging  the 
special  programs  with  regular  program  costs. 

(2)  In  some  instances  it  is  apparent  that  expenditures  have 
been  budgeted  for  special  children  when  there  was  no 
intention  to  ever  spend  the  particular  line  item  amount 
for  special  children  at  all. 

(3)  In  some  instances  special  budgeted  amounts  v;ere 
intended  for  the  regular  program  at  the  very  outset  of 
the  special  budgeting  process, 

(4)  Non-general  fund  budget  items  have  been  included  within 
the  special  education  budget  in  spite  of  the  fact  that 
it  is  impossible  to  budget  these  items  from  the  general 
fund. 

(5)  Full  salaries  have  been  cnarged  to  the  special  program 
even  though  the  personnel  are  shared  between  the 
special  and  regular  programs. 

(6)  In  one  instance,  a  very  high  salary  for  an 
administrator  that  was  fully  funded  by  federal  funds 
was  charged  to  the  special  program. 

As  previously  indicated  the  special  education  budgets  that  were 
submitted  to  the  State  Office  as  part  of  the  program  approval 
process  for  19  73-74  showed  that  the  elementary  districts 
conducting  special  programs  were  planning  to  spend  91  percent  of 
the  available  special  revenues.  Although  it  is  obvious  that 
actual  expenditures  will  not  approach  what  the  districts  indicated 
on  the  special  budgets,  it  is  not  possible  to  estimate  how  much 
will  be  spent  at  this  time  because  the  interim  subcommittee  did 
not  have  sufficient  time  to  thoroughly  analyze  the  special 
budgets.  In  any  event,  the  only  sure  way  to  determine  the  actual 
amount  that  will  be  spent  would  require  a  thorough  fiscal  auait  of 
those  school  districts  conducting  special  programs. 
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IS  THE  PRESENT  LEVEL  OF  FUNDING  SPECIAL  EDUCATION  PROGRAMS  IN 
MONTANA  TOO  HIGH? 

As  outlined  in  a  previous  section  of  this  report  it  is  apparent 
that  Montana  elementary  school  districts  conducting  special 
programs  did  not,  in  the  aggregate,  under-report  their  costs  for 
special  education  programs  for  the  1971-72  school  year,  but  the 
level  of  expenditures  reported  accounted  for  no  more  than  6  7 
percent  of  the  available  special  education  revenues.  Furthermore, 
even  though  the  special  elementary  budgets  for  1973-74  showed  that 
the  school  districts  planned  to  spend  91  percent  of  the  available 
revenues  for  special  education,  these  budgets  do  not  represent  a 
close  facsimile  of  the  actual  situation.  Given  this  evidence  the 
question  of  whether  the  current  method  of  funding  special 
education  is  in  fact  producing  more  money  than  can  be  spent  on 
special  education  must  be  examined. 

The  special  education  cost  indices,  that  were  developed  by  the 
National  Education  Finance  Project,  by  reconstructing  the 
financial  records  of  24  school  districts  which  were  selected  for 
study  because  of  the  high  quality  of  their  special  education 
programs,  were  used  to  produce  an  estimate  to  determine  to  what 
extent  the  present  funding  system  was  or  was  not  providing  more 
funds  than  could  be  realistically  spent  on  special  education 
programs  in  Montana.  The  indices,  which  were  developed 
independently  for  each  type  of  special  disability,  represent  the 
cost  ratio  between  what  it  costs  to  educate  a  special  student  and 
what  it  costs  to  educate  a  regular  student  (in  other  words,  total 
special  costs  divided  by  total  regular  costs) .  The  indices  that 
were  developed  for  the  EMR,  TMR,  PIl  and  speech  programs  were 
applied  to  the  presently  existing  special  education  programs  in 
seven*  selected  elementary  and  high  school  districts  in  Montana 
and  the  total  amount  of  funds  generated  by  these  indices  was  then 
compared  to  the  total  amount  of  funds  that  these  seven  school 
districts  are  receiving  under  the  present  system  of  funding 
special  education. 

*Billings,  Butte,  Glendive,  Great   Falls,   Helena,   Kalispell, 
Missoula 

The  formula  employing  the  cost  indices  for  each  special  education 
progran:  in  Montana  was  computed  in  the  follov/ing  manner: 

(1)  The   school  district's   regular  per-pupil   cost   was 
calculated, 

(2)  the  regular  per-pupil  cost  was  multiplied  by   the   cost 
index, 

(3)  giving  the  special  per-pupil  cost, 

(4)  the  special  per-pupil  cost  was  multiplied  by  the   total 
enrollment  of  the  special  program. 
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(5)    giving   the   total   amount   of   funds   that  would   be 
available  for  the  special  program. 

An  example,  applying  the  educable  mentally  retarded  cost  index  to 
Butte,  Montana,  to  specifically  show  how  the  formula  works  is 
given  below: 

Regular  Special  Total 

Per-Pupil        EMR       Per-Pupil    Enroll-      Funds 
Cost  Index        Cost        ment       Provided 

^946.32    x's    1.87    =    $1,770    x's    45    =    $79,650 

Ta  other  words,  if  the  NEFP  EMR  index  was  used  to  determine  the 
amount  of  funds  to  be  made  available  for  the  total  EMR  program, 
Butte  would  receive  $79,650  to  educate  45  students.  As  shown 
above  the  amount  of  total  funds  generated  using  this  method  is 
dependent  on  two  variables:  The  cost  of  educating  a  regular 
student  in  the  district  and  the  number  of  special  students 
requiring  the  special  program. 

The  total  amount  of  special  education  funds  generated  for  these 
seven  school  districts  was  substantially  less  than  the  total 
amount  that  was  generated  under  the  present  funding  system.  The 
exact  amounts  are  shown  below: 


Elementary   High  School    Total 

Total  Funds  Available  Using 

NEFP  Index  System        $1,744,956    $   615,456    $2,360,412 

Total  Funds  Available  Using 

Present  Montana  System     $2,774,441   $1,271,498   $4,045,939 

The  exact  amount  of  funds  generated  and  the  regular  per-pupil 
costs  used  to  compute  the  results  of  the  formula  for  each  of 
the  seven  selected  school  districts  is  given  in  Appendix  G  of 
tills  report. 

It  is  noted  that  if  the  NEFP  indices  had  been  used  to  generate 
funds  for  the  1973-74  school  year,  in  the  aggregate  these  seven 
districts  would  have  received  58  percent  of  what  they  actually 
received  for  these  programs.  At  the  elementary  level  it  would 
have  been  6  3  percent  of  the  funds  received  under  the  present 
system  of  funding  and  48  percent  of  the  funds  received  for  the 
high  school  level  programs. 

It  is  clear  that  this  exercise  provides  evidence  that  Montana's 
present  funding  system  may  in  fact  be  producing  more  funds  than 
are   necessary   for   special  programs   in  Montana.    It  does  not 
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indicate,  however,,  exactly  to  what  extent  the  system  is  producing 
too  many  fv-nds.  And  ii;  must  be  noted  tliat  if  the  seT'en  school 
districts  had  received  no  more  funds  tham  those  that  could  be 
generated  with  the  NEFP  indices  that  it  is  possible  that  they 
v/ould  not  have  had  sufficient  funds  to  carr-y  out  special  programs 
at  the  same  level  as  they  were  carried  out  in  1971-72,  since  on 
the  average^  the  elementary  school  districts  spent  67  percent  of 
their  available  funds  in  19  71-72  and  no  more  ti:ian  63  percent  of 
the  present  level  of  funds  would  have  been  available  in  1973-74 
nad  the  NEFP  indices  been  used  to  set  tlie  level  of  available 
special    funds. 

There  is  one  primary  reason  why  the  NEFP  indices  would  not  produce 
a  level  of  funding  that  is  equal  to  the  amount  of  special  funds 
that  were  spent  on  special  education  in  Montana  during  1971-72,  in 
spite  of  the  fact  that  the  NEFP  cost  configurations  were 
constructed  from  schools  with  some  of  the  best  special  education 
programs  in  tlie  nation.  The  reason  is  that  Montana  has  a  lower 
special  student:  teadrier  ratio  than  the  NEFP  school  systeias  had,, 
whicli  is  primarily  due  to  the  rural  nature  of  Montana.  Because  of 
tills  lower  student: teacher  ratio  it  requires  more  on  a  per-student 
basis  for  teacher  salaries  in  Montana,  However,  this  difference 
in  class  size  (approximately  nine  in  Itontana  and  thirteen  for  the 
NEFP)  cannot  possibly  account  for  much  of  the  difference  in  total 
funds  generated  by  tlie  NEFP  indices  compared  to  Montana's  present 
method  of  funding  special  education.  It  is  noted  that  tiie 
difference  was  $1,0  29,485  for  just  seven  elementary  school 
districts   and  $656,042   for  the  same  seven  high   school   districts. 


Tliere  are  other  indications  that  the  present  level  of  funding  for 
special  education  m  Montana  is  too  high.  For  example p  the 
llontana  Easter  Seal  Society  is  currently  providing  supervisory  and 
direct  speecii  and  hearing  services  to  more  than  40  rural  school 
districts  in  Hontcina,  In  fact  the  Easter  Seal  Society  is  the 
largest  eiaployer  of  speech  patliologists  in  tlie  state,  with  a  staff 
of  15  speech  and  hearing  personnel.  The  basic  program  includes 
(1)  early  identification  of  speech  and  language  problems  through  a 
parent-teacher  training  program;  (2)  screening,  diagnostic  and 
evaluative  speech  services;  (3)  individual  sxid  small  group  therapy 
sessions  on  a  weekly  basis;  (4)  supervision  and  coordination  of 
speech  and  language  services;  (5)  in-service  training  for  teachers 
and  paraprofessionals.  Most  rural  school  districts  contract  with 
the  Easter  Seal  Society  for  their  services  for  one  or  two  days  of 
therapy  time  per  week.  The  cost  presently  charged  by  the  Easter 
Seal  Society  for  one  full  day  of  therapy  for  each  week  of  the 
school  year  is  $2,2  50,  or  $11,2  50  for  five  days  each  week  of  the 
school  year.  It  is  noted  that  the  smaller  school  districts  in  the 
state,  on  the  order  of  100  to  200  ANB »  receive  $27,771  and  $25,470 
per  class,  respectively,  in  total  special  revenues  for  each  class 
of  speech  therapy  held.  In  other  words,  rural  scliool  districts 
tliat  contract  for  their  speech  and  hearing  services  with  the 
Montana  Easter  Seal  Society  receive  in  special  revenues  more  tiian 
uwice     the  amount  of   funds    that   they  pay   o\it  for  the   actual   speech 

-38- 


and  hearing  services  they  receive.  This  is  simply  due  to  the  fact 
that  it  does  not  cost  as  much  to  provide  tiiese  services  as 
Montana's  present  method  of  funding  provides  for  in  total  revenues 
available   to  a  district  conducting   these  programs. 

It  should  be  re-emphasized  that  one  of  the  problems  encountered 
tliroughout  this  study  was  the  lack  of  information  necessary  to 
determine  what  it  should  cost  in  order  to  provide  programs  in 
special  education.  But  the  cost  data  provided  by  the  Easter  Seal 
Society  constitutes  what  it  actually  costs  theia  to  provide  these 
services.  It  should  be  noted,  however,  that  not  all  cost  factors 
are  included  in  the  Easter  Seal  contract.  For  example, 
administrative  costs  are  incurred  by  the  school  district  in 
setting  up  the  contract  with  Easter  Seals  and  the  operation  and 
maintenance  of  the  work  area  used  by  the  Easter  Seal  therapist  are 
incurred  by  the  school  district.  In  additionr  the  cost  of 
necessary  start-up  equipment  that  is  used  in  the  sclaool  district 
by  the  therapist  is  purchased  by  the  school  district.  However, 
the  initial  purchase  price  of  this  equipment  is  estimated  ',o  be 
$1,OOG  or  less,  and  this  cost  need  not  be  incurred  year  after  year 
since  the  equipment  is  relatively  permanent,  that  is,  not 
consiamable,    and  can  be  maintained  and  used  for  several  years. 

It  is  noted  that  the  Montana  Easter  Seal  Society  is  currently 
planning  to  increase  its  charge  to  contracting  school  districts  to 
$14,000  for  a  full-time  speech  and  hearing  program  starting  with 
the  1974-75  school  year.  The  reason  for  this  increase  is  due  to 
increasing  salaries  and  other  inflation.  Although  this  increase 
will  narrow  the  difference  between  what  a  contracting  school 
district  pays  for  speech  and  hearing  sar^rices  and  what  the 
district  receives  in  total  revenues  for  the  services ^  it  is  still 
a  very   significant  difference. 

In  summary,  it  is  concluded  that  the  present  method  of  finance 
produces  more  funds  than  can  be  spent  on  special  education.  This 
conclusion  is  based  on  the   following  information; 

(1)  The  school  districts  are  not  spending  anywhere  near  the 
amount  of   funds    that   they   receive  in  special   revenue. 

(2)  The  NEF?  cost  indices,  if  used  in  Montana,  and  these 
indices  represent  cost  differentials  for  24  school 
systems  in  tlie  United  States  known  for  their  highly 
developed  special  programs,  would  not  come  close  to 
generating  the  amount  of  funds  that  are  produced  by 
Montana's  present  method  of  financing  special 
education. 

(3)  A  non-profit  agency  is  able  to  provide  speech  and 
hearing  services  to  Montana  school  districts  for 
approximately  one-half  of  whar  tliose  same  districts 
receive   in  revenues    for  special   education. 
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Accoijntability  of  Special    fiducaticn  Funds 

It  is  apparent  that  those  school  di.stricts  which  have  conductevi 
special  education  classes  have  not  spent  all  of  the  available 
special  education  revenues  that  they  have  received  as  a  result  of 
conducting  these  special  education  classes.  This  is  not 
surprising  given  the  evidence  that  indicates  that  tJrie  present 
method  of  financing  special  education  provides  more  in  funds  than 
can  be  spent.  Because  special  education  revenues  are  deposited  in 
the  general  fund  account  of  the  school,  sobaeqnently  losing  any 
separate  identity,  it  has  hee\  very  easy  for  die  school  districts 
to  use  or  divert  these  funds  for  other  general  fund  activities  for 
the  regular  program  of  the  school  district c  It  must  be  noted  tliat 
this  is  appar-ently  not  an  illegal  activity.  Present  law  uierely 
provides  a  system  of  funding  tJaat  produces  three  to  six  timeis  more 
in  funds  for  special  education  students  than  for  regular  students, 
but  does  not  stipulate  chat  all  these  funds  be  spent  solely  for 
special   education  parpoi.es. 

It  is  noted  that  the  Board  of  Education  adopted  a  policy  statement 
on  special  education  on  December  II.  1972 »  This  policy  includes 
tlie  following  statements  "Finally,  the  special  education  program 
shall  include  measures  to  assure  fiscal  accountcibiiity  of  funds 
provided  for  die  operation  of  special  education,"  (See  Appendix  H 
for  the  complete  text  of  this  policy  statr^iient, )  It  was  after  tiie 
adoption  of  this  policy  statement  tJiiat  tlia  new  special  education 
budgeting  procedure  was  adopted  by  the  office  of  tlie 
Superintendent  of  Public  Instruction.  This  procedure  required 
that   sdiool   districts   suJjmit  a  budget   for  tJiair  special     education 

programs  prior  to  State  approval  of  their  special  education 
programs,  but  in  spite  of  tliis  new  procedure,  it  xs  apparent  tliat 
tliere  is  no  more  fiscal  accountability  of  special  educatior^  funds 
in  1973-74  than  there  was  prior  to  the  adoption  of  this  budgeting 
procedure.      This   conclusion   is   ' --rl  on   t^      ""idence    that; 

(1)  The  school  districts,  on  an  overall  basis,  sabmitted 
budgets  that  did  not  represent  a  reasonable  facsimile 
of  v/hat  they  actualJ.y  intended  to  spend.  And 
apparently  no  atterapt  was  made  at  the  state  level  to 
ajialyze  these  budgets  for  accuracy  prior  to  program 
approval.  it  is  also  noted  thar  no  v/ritten 
instructions  were  ever  given  the  school  districts 
explaining  how  these  budgets  v^/ere  to  be  used,  nor  have 
any  guidelines  or  regulationy  been  developed  outlining 
what  acceptable  special  education  expenditures  are,  nor 
have  any  ivistructions  been  given  outlining  raethods  of 
prorating  costs  tliat  are  shared  betwc;en  special  and 
regular  programs . 

(2)  Several  school  districts  received  approval  for  classes 
without  submitting  special  education  budgets.  This 
occurred  v;hen  additional  classes  were  added  to  the 
school's  special,  education  program  after  the  district 
had  received  program  approval    for  tlie  original   classes. 
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Estimated  Costs  For  An  Allowable  Excess  Cost  Method 
of  Funding  Special  Education 
Compared  to  the  Present  ANB  System  of  Funding 


The  table  below  shows  what  it  will  cost  to  fund  special  education 
during  the  coming  school  year  if  the  present  ANB  method  of  funding 
special  education  is  retained  compared  to  what  it  would  cost  if  an 
allowable  excess  cost  method  of  funding  is  passed  into  law  replac- 
ing the  present  system  of  financing  special  education. 


Estimated  Costs  for  Alternative  Forms  of 
Funding  Special  Education 
1974-75 

Present  ANB  Fund- 
ing System  Elementary      High  School       Total 

$  10,155,600      $  4,838,400     $  14,994,000 

Allowable  Excess 

Cost  System         $   7,510,056      $  2,821,335     $  10,331,391 

Difference  Between 
The  Two  Methods       $   2,645,544      $  2,017,065     $   4,662,609 


The  estimated  costs  as  shown  above  are  based  on  the  assumption  that 
the  number  of  special  education  classes  will  increase  from  386 
classes  in  1973-74  to  560  classes  in  1974-75.   The  increase  would 
include  the  following  additional  classes: 

Educable  Mentally  Retarded:  28 

Trainable  Mentally  Retarded:  7 

Speech  and  Hearing:  24 

Physically  Handicapped:  15 

Educationally  Handicapped:  100 

TOTAL  174 

The  table  below  shows  what  it  would  cost  on  a  program  by  program 
basis  if  an  allowable  excess  cost  method  of  funding  is  adopted. 
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An  Allowable  Excess  Cost  Method  of  Funding 
Special  Education  Programs,  1974-75 

Elementary      High  School       Total 

EMR,  TMR,  PH  $  4,759,625       $  1,863,905     $  6,623,530 

Speech  Therapy        $  1,383,743      $    490,610     $  1,874,353 

Educationally 
Handicapped  $  1,366,688       $    466,820     $  1,833,508 

TOTAL  $  7,510,056       $  2,821,335     $10,331,391 

If  the  increase  in  classes  for  1974-75  does  not  reach  174,  then  the 
cost  estimates  would  be  correspondingly  lower  for  both  methods  of 
funding  special  education. 

It  is  noted  that  the  difference  between  the  amount  of  special  educa- 
tion revenues  that  are  necessary  if  an  allowable  excess  cost 
method  of  funding  is  adopted  is  significantly  less  than  the  amount 
of  special  revenues  that  would  be  generated  if  the  present  method 
of  financing  special  education  is  retained.   This  is  a  reflection 
of  the  fact  that  the  present  method  of  funding  special  education, 
as  outlined  in  a  previous  section  of  this  study,  produces  more 
funds  than  are  necessary  in  order  to  conduct  special  programs. 

The  estimated  costs  for  an  allowable  excess  cost  method  of  funding 
special  education  are  based  on  an  estimated  determination  of  what 
it  actually  costs  to  fund  special  classes.   The  cost  components  that 
were  included  in  the  estimates  are  as  follows: 

Teacher  and  clinician  salaries 

Teacher  aide  salaries 

Supervisory  salaries 

Regular  teacher  salaries  for  those  who  serve  special 

children 
Psychologist  salaries 
Counselor  salaries 
Social  worker  salaries 
Testing  services 
Administration 

Operation  and  Maintenance  of  the  physical  plant 
Capital  Outlay 

Instructional  supplies  and  other  instructional  expense 
Health  services 
Library  services 
Food  services 
Student  body  activities 
Attendance  services 
Other  current  charges 

The  estimates  include  five  percent  annual  increases  for  inflation 
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since  the  1971-72  school  year  as  well  as  increases  for  additional 
supportive  staff  that  were  not  available  to  special  children  during 
the  1971-72  school  year.   Increases  in  supportive  staff  included 
teacher  aides,  regular  teachers,  special  education  supervisors, 
psychologists,  counselors,  and  social  workers. 

It  should  be  expected  that  the  cost  of  special  programs  would  in- 
crease ,  over  time,  as  the  school  districts  increased  the  develop- 
mental level  of  its   special  program.   Such  increases  would  be 
reflected  primarily  in  the  hiring  of  additional  supportive  per- 
sonnel for  the  special  programs. 
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APPENDIX  B 

Pros  and  Cons  to 
Two  Alternative  Ways  to  Fund 
An  Allowable  Excess  Cost  Method  of  Financing 
Special  Education 
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DEPARTMENT  OF  REVENUE 

MITCHELL   BUILDING 
HELENA,   MONTANA  59601 

October  31,  1973 

MEMORANDUM 

TO:     Karen  Hedblom,  Research  Analyst,  Legislative  Council 

FROM:     Michael  G.  Billings,  Administrator,  Research  Division ^'^^*^^'^''"^^'^^*^ 

SUBJECT:     Possible  Funding  Methods  for  Special  Education  Programs 

In  accordance  with  requests  from  the  Joint  Education  Subcommittee  studying  House 

Bill  386,  I  have  prepared  two  alternative  funding  methods  for  special  education  programs 

(see  attachments  1  and  2)  . 

Method  1  provides  for  the  entire  approved  budget  amount  for  the  special  education 
programs  of  a  district  to  be  funded  out  of  foundation  program  revenues.    Under  this 
method,  no  district  participation  is  required  in  tha  production  of  special  education 
support  revenue  up  to  the  amount  approved  by  the  Superintendent  of  Public  Instruction 
according  to  the  allowable  cost  schedule  provisions . 

Method  2  provides  for  the  approved  budget  amount  for  the  special  education  programs  of 
a  district  to  be  added  to  the  maximum  budget  without  a  vote  amount  for  regular  programs 
to  obtain  the  total  maximum  budget  without  a  vote  amount  for  the  district,  which  In  turn 
will  be  funded  in  accordance  with  the  provisions  of  75-6906.    Under  this  scheme  the 
foundation  program  would  cover  80%  of  the  amount  of  the  total  approved  special 
education  budget,  and  the  district  permissive  levy  would  cover  the  other  20%.    In  the 
case  of  a  relatively  poor  district,  however,  most  of  that  20%  would  be  picked  up  by  the 
State  permissive  deficiency  levy,  since  most  of  the  relatively  poor  districts  which  are 
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or  will  be  conducting  special  education  programs  already  levy  the  maximum  (or  nearly 
the  maximum)  millage  permitted  by  law  for  support  of  the  permissive  levy.    The  relatively 
wealthy  districts  and  districts  which  receive  relatively  large  amounts  of  non  tax  revenue 
will  bear  most  of  the  burden  for  this  20%  out  of  their  own  revenues . 

Many  arguments  can  be  made  in  support  of  each  of  the  proposed  methods.    Adoption  of 
Method  1  would  lead  to  higher  costs  at  the  state  level  if  the  foundation  program  were 
to  be  fully  funded,  since  the  number  of  special  education  programs  will  increase  under 
House  Bill  386,  and  the  foundation  program  costs  under  Method  1  are  bound  to  be  at 
least  as  large  as  the  foundation  program  amounts  available  under  existing  statutes . 
My  best  estimate  of  the  increased  cost  to  the  State  is  somewhere  between  $350,000  and 
$2,000,000  for  Fiscal  Year  75.     (Assuming:      (1)    If  House  Bill  386  does  not  pass,  there 
will  be  500  regular  special  education  programs  in  operation--380  elementary  classes  with 
an  average  foundation  program  amount  of  $19,530,  and  120  high  school  programs  with  an 
average  foundation  program  amount  of  $26,880;    (2)  if  House  Bill  386  does  pass,  a 
minimum  of  60  new  classes--40  elementary  and  20  high  school— will  be  started  in  Fiscal 
Year  75;    (3)  if  House  Bill  386  passes,  the  maximum  number  of  new  classes  for  Fiscal 
Year  75  would  be  120—80  elementary  and  40  high  school;    (4)  the  average  allowable  cost 
of  an  elementary  class  under  House  Bill  386  would  be  $18,500,  and  for  a  high  school 
class  the  average  cost  would  be  $23,000./    If  the  number  of  nev^  special  classes  made 
possible  by  House  Bill  386  increases  at  a  faster  rate  than  does  the  number  of  special 
classes  of  types  now  possible  under  existing  legislation ,  the  foundation  program  costs  to 
the  State  v^^ould  also  increase .    Method  1  would  tend  to  reduce  property  taxes  of  school 
districts ,  since  the  permissive  obligation  associated  with  special  education  programs 
under  present  statutes,  estimated  at  $2.7  million  for  Fiscal  Year  75  if  House  Bill  386 
is  not  passed,  would  be  eliminated  if  Method  1  was  adopted  and  House  Bill  386  was  passed. 
Under  the  minimum  new  class  assumption  (2)  ,  about  $350,000  of  this  $2.7  would  be  picked 
back  up  at  the  State  level  to  handle  the  expanded  coverage   if  Method  1  is  adopted;  under 
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assumption  (3) ,  about  $2,000,000  of  this  would  be  picked  up  at  the  State  level  to  handle 
the  expanded  number  of  classes  possioie  under  House  Bill  386,    In  other  words,  if 
assumptions  (1) ,   (2) ,   (3) ,  and  (4)  are  accurate,  Method  1  would  shift  some  of  the  district 
tax  burden  to  the  State,  and  at  the  same  time,  expanded  special  education  coverage  would  be 
achieved  v/lth  less  total  funding  (st&te  plus  district)  than  would  be  required  to  fund 
special  education  piograms  under  cha  present  law. 

Method  2  would  provide  the  same  level  of  iunding  as  Method  1,  but  would  require  the 
districts  to  foot  the  bill  for  20%  of  the  total  cost .    This  method  would  make  possible 
much  greater  special  education  program  coverage  for  the  same  amount  of  state  funding 
than  would  Method  1.    Thus,  for  example,  under  Method  1,  620  classes  can  be  funded 
at  an  average  level  of  $19,970  per  class  and  at  a  total  cost  of  $12,270,000  to  the  State, 
while  under  Method  2  the  number  of  classes  fundable  at  the  same  average  level  and  cost 
to  the  Stale  ($12,270,000)  would  be  76G.    The  cost  of  these  768  classes  to  the  districts 
(permissive  levy)  v/ould  amount  to  $2,454,000  which  Is  still  over  $200,000  less  than 
the  districts  will  be  paying  In  Flscel  Year  75  (see  assumption  (1) )  If  House  Bill  386  is 
not  passed .    The  main  arguing  noim  for  Method  2  is  that  much  broader  special  education 
program  coverage  can  be  obtained  for  the  same  am.ount  of  state  money  as  under  either 
the  existing  method  or  Method  1,  which  fact  should  have  some  appeal  to  the  budget 
balancers  in  the  legislature.    It  is  also  possibly  worthwhile  to  consider  that  the  districts 
themselves  do  have  some  responsibility  for  contributing  to  the  education  of  the  special 
education  children  in  the  district,  and  Method  2  recognizes  that  responsibility.    Finally, 
perhaps  the  fact  that  a  certain  amount  of  district  taxes  would  go  to  support  special  education 
would  tend  to  discourage  school  trustees  from  becoming  over-extravagent  in  their  special 
education  budgets.    In  this  connection,  however,  it  would  be  possible  to  discourage  over- 
extravagance  another  way- -by  putting  some  sort  of  lid  on  the  amount  the  Superintendent 
of  Public  Instruction  could  approve  for  allowable  costs  for  a  given  program .    I  have  some 
suggestions  with  respect  to  such  a  lid  and  have  presented  them  at  the  end  of  this  memo . 
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My  recommendation,  as  far  as  a  financing  method  for  House  Bill  386  is  concerned,  is  that 
Method  2  be  adopted .    The  appeal  of  providing  broader  coverage  for  less  State  funding 
v/hile  at  the  same  time  maintaining  full  funding  of  the  foundation  program  and  not 
increasing  (decreasing  slightly,  in  fact)  district  taxes  is  great  from  a  polictical  stand- 
point .    Such  appeal  would  contribute  a  good  deal  toward  the  likelihood  of  passage  of 
House  Bill  386,  and  that  is  extremely  important,  irrespective  of  the  method  of  funding. 
From  where  I  sit,  the  likelihood  of  broad  based  support  for  an  additional  increase  this 
year  in  State  funding  for  the  foundation  program  appears  small .    The  administration 
requested,  and  the  legislature  provided,  $25  million  more  money  for  foundation  program 
support  in  1973-75  than  was  appropriated  in  1971-73 .    I  am  afraid  that  a  House  Bill  386  with 
a  potential  $2,000,000  price  tag  attached  for  Fiscal  Year  75,  and  even  more  to  come  in 
Fiscal  Year  76  and  Fiscal  Year  11  would  end  up  dead,  and  that  would  be  unfortunate. 

With  respect  to  a  possible  lid  for  the  amount  of  a  special  education  program  budget,  I 
would  suggest  the  following  limitations: 

(a)  Self  contained  classroom;     The  per  FTE  enrollment  amount  of  the 
budget  approved  by  the  Superintendent  of  Public  Instruction  may  not 
exceed  2 .  25  times  the  amount  of  district  general  fund  money  spent 
per  student  ANB  during  the  preceding  school  term . 

(b)  Resource  classroom;  speech  therapy:     The  per  FTE  enrollment  amount 
approved  by  the  Superintendent  of  Public  Instruction  may  not  exceed 
2.5  times  the  amount  of  district  general  fund  money  spent  per  regular 
student  ANB  during  the  preceding  school  term . 

These  two  recommendations  reflect  the  differences  in  local  district  costa,  allowing  sub- 
stantially more  money  to  be  spent  per  child  for  the  smaller  programs  that  will  occur  in 
the  smaller  school  districts ,  while  at  the  same  time  provide  not  allowing  so  much  money 
for  small  programs  as  to  discourage  joint  programs  with  other  small  districts.    You  would 

probably  want  to  include  a  third  limitation  to  handle  the  joint  program  case: 
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(c)     In  case  of  a  joint  program  serving  more  than  one  school  district, 
the  preceding  year  per-regular-student-ANB -expenditure  figure 
to  be  used  as  a  base  for  (a)  and  (b)  above  will  be  the  total  amount 
of  general  fund  money  spent  during  the  preceding  school  year  by 
all  the  districts  involved  in  the  joint  effort  divided  by  the  total 
regular  student  ANB  observed  during  the  preceding  school  year  in 
districts  involved . 

These  are  just  suggestions .    You  will  want  to  evaluate  them  to  see  for  yourself  the 
relaUve  amounts  of  money  involved,  among  other  things.    They  could  be  tried  for  a  year 
and  adjusted  later  if  they  don't  work. 

Some  legal  research  will  be  necessary  to  make  sure  the  attached  laws  cover  all  the 
situations  that  might  be  encountered . 
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APPENDIX  C 


The  Number  of  Children  v/ho  Require  Special  Services 
Compared  to  the  Number  of  Children  Receiving  Special  Services 

It  is  difficult  to  determine  exactly  how  many  persons  there  are  in 
any  community  who  need  special  services  because  of  a  specific  kind 
of  h3.ndic=ip  or  disability.   Hov;Gver,  national  prevalence  rates  that 
have  developed  indicate  what  proportion  of  a  given  population  is 
likely  to  be  handicapped.   These  prevalence  rates  may  be  used  as  a 
guideline  in  determining  the  number  of  handicapped  persons  in  a 
in  a  given  community. 

The  table  on  the  following  page  shows  how  many  handicapped  persons 
there  are  in  Montana,  for  each  specific  type  of  disability,  if  the 
national  prevalence  rates  developed  by  the  National  Education 
Finance  Project  are  used  to  determine  these  populations.   As  shown 
on  the  table,  there  are  7,536  persons  between  the  ages  of  6  through 
2  0  who  are  currently  being  served  through  the  public  school  system 
for  mental  retardation  or  some  physical  handicap.   These  7,536  per- 
sons represent  67  percent  of  the  persons  who  are  physically  handi- 
capped or  mentally  retarded. 

The  table  also  shows  that  there  are  over  5,000  persons  in  Montana 
who  may  be  defined  as  educationally  handicapped.   The  educationally 
handicapped  population  may  be  further  defined  by  those  persons  who 
are  emotionally  disturbed  or  who  have  a  neurological  or  special 
learning  disorder. 

The  extreme  right  hand  column  on  the  table  shows  the  number  of 
classes  for  each  type  of  handicap  that  were  used  to  provide  special 
education  cost  estimates  for  1974-75. 
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APPENDIX  E 

The  Special  to  Regular  Cost  Configurations 

Developed  by  the 

National  Education  Finance  Project 


(1)  Purpose, 

(2)  Procedures, 

(3)  Major  findings, 

(4)  A  comparison  of  the  NEFP  cost  indices  with  a  Montana 
index,  and 

(5)  A  comparison  of  NEFP  cost  components  with  Montana's 
general  fund  budget  cost  components. 

It  should  be  noted  that  no  studies  have  been  undertaken  in  the  United 
States  that  define  the  precise  resource  inputs  that  are  necessary  to 
develop  quality  programs  for  special  students.    If  it  was  known  what 
the  necessary  inputs  were  in  order  to  provide  such  programs,  these 
inputs  could  be  quantified  and  it  would  be  relatively  simple  to  deter- 
mine what  it  would  cost  to  develop  optimum  special  education  programs. 
However,  the  National  Education  Finance  Project,  hereafter  referred 
to  as  the  NEFP,  has  undertaken  a  very  thorough  study  in  an  attempt 
to  help  fill  the  existing  information  gap  regarding  the  relative  cost 
of  programs  for  various  categories  of  exceptional  children  and  the 
resource  inputs  which  constitute  most  importantly  to  the  cost  of 
such  programs o   The  result  of  this  study  was  the  development  of  cost 
indices  that  compared  the  cost  of  educating  eleven  separate  categor- 
ies of  special  children  with  what  it  cost  to  educate  regular  children 
in  the  same  school  systems „   "It  became  apparent  very  early  in  the 
study  that  no  agreement  existing  in  the  literature  concerning  the 
exemplary  nature  of  educational  programs  for  exceptional  children.'"^ 
Because  of  the  dearth  of  appropriate  data  on  the  resource  inputs 
necessary  to  produce  exemplary  programs,  the  study  team  developed  a 
procedure  to  obtain  a  sample  of  school  districts  which  were  regarded 
by  authorities  in  the  field  of  special  education  as  providing  exem- 
plary programs  for  special  education. 

Twenty- four  school  systems  representing  five  states  were  selected 
for  the  indepth  analysis  of  their  cost  configurations.   The  study 


It  is  noted,  however,  that  the  National  Council  for  Exceptional 
Children  is  currently  undertaking  such  a  study. 

^Educational  Programs  for  Exceptional  Children;  Resource  Con- 
figurations and  Costs,  Richard  A.  Rosmiller,  James  A.  Hale,  Lloyd  E. 
Frahreich,  National  Educational  Finance  Project,  Dept.  of  Education- 
al Administration,  the  University  of  Wisconsin,  Madison,  Wisconsin, 
August  1970.   Page  35. 
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team  found  that  the  school  districts  selected  did  not  maintain  either 
financial  or  personnel  records  which  permitted  them  to  easily  identi- 
fy the  resource  inputs  for  each  special  program  even  though  these 
districts  were  considered  the  most  progressive  in  the  five  states 
involved, and  so  the  team  found  it  necessary  to  go  into  the  school 
systems  and  completely  reconstruct  the  necessary  cost  data  on  a  pro- 
gram by  program  basis- 

In  brief,  the  NEFP  study  found  that  it  does  indeed  cost  more  to  edu- 
cate special  children  than  it  does  to  educate  a  regular  child.   And 
that  what  it  costs  to  educate  a  special  child  varies  depending  on  the 
category  of  exceptionality.   Also  the  study  found  that  the  primary 
reason  for  the  additional  cost  necessary  to  educate  special  children 
is  due  to  higher  per  pupil  teacher  cost  (due  to  necessary  lower  stu- 
dent teacher  ratios) ,  the  necessity  for  auxiliary  supportive  per- 
sonnel, higher  operation  and  maintenance  costs,  and  higher  transpor- 
tation costs.   In  addition,  it  was  found  that  expenditure  components 
for  administration,  fringe  benefits,  and  instructional  supplies  and 
equipment  were  found  to  contribute  significantly  to  cost  differen- 
tials between  special  and  regular  education.   The  only  expenditure 
components  that  did  not  contribute  to  the  cost  differentials  were 
expenditures  for  clerical  and  secretarial  services  and  the  cost  of 
food.   The  following  cost  indices  were  developed  for  those  excep- 
tionalities covered  under  the  current  definition  of  special  educa- 
tion in  Montana: 

Educable  Mentally  Retarded  1.8  7 

Trainable  Mentally  Retarded  2.10 

Physically  Handicapped  3.64 

Speech  Handicapped  1.18 

Each  of  the  above  indices  means  that  it  costs  that  much  more  to 
educate  a  special  child  than  it  does  to  educate  a  regular  child. 
For  example,  it  costs  1.87  times  more  to  educate  a  child  who  is 
educable  mentally  retarded  than  it  does  to  educate  a  regular  child. 
The  above  indices  are  medians,  that  is  each  index  represents  the 
middle  cost  relationship  found  among  the  2  4  school  systems  repre- 
sented  in  the  study. 

As  indicated  in  an  earlier  section  of  this  study,  a  special  per  pupil 
cost  and  a  regular  per  pupil  cost  was  calculated  in  order  to  see  what 
the  special  to  regular  cost  index  in  the  state  of  Montana  was  com- 
pared to  the  index  developed  by  the  NEFP.   The  Montana  index  was 
developed  primarily  to  serve  as  a  validity  check  on  the  expenditure 
reports  that  were  submitted  by  the  school  districts  on  their  expen- 
ditures for  special  children.   Since  the  NEFP  Project  has  substan- 
tiated that  the  lower  student  teacher  ratio  for  special  classes  com- 
pared to  regular  classes  dictates  that  additional  money  must  be  spent 
on  special  children,  it  follows  that  any  state  where  special  class- 
room units  have  fewer  children  than  do  regular  classrooms,  then  the 
special  per  pupil  cost  must  bs  higher  than  the  regular  per  pupil 
cost.   Since  the  teacher  ratio  for  special  classrooms  is  lower  than 
the  teacher  ratio  for  regular  classrooms  in  Montana,  any  special  to 
regular  cost  index  developed  that  indicated  fewer  dollars  spent  for 
special  children  compared  to  regular  children  would  have  to  be 
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erroneous  and  due  to  inaccurate  and  under  reporting  of  special  educa- 
tion expenditures.   The  special  to  regular  per  pupil  costs  that  were 
computed  for  1971-72  indicate  that  expenditures  for  special  children 
were  1.99  times  more  on  a  per  pupil  basis  than  were  expenditures  for 
regular  pupils  in  those  school  districts  that  conducted  special  educa- 
tion classes.   The  attached  table  shows  the  comparison  between  the 
special  and  regular  per  pupil  expenditures  in  terms  of  actual  dollar 
amounts  spent  per  pupil  and  the  corresponding  cost  index. 

It  is  difficult  to  make  a  completely  valid  comparison  of  the  Montana 
special  cost  index  and  the  NEFP  cost  indices.   The  NEFP  cost  con- 
figurations were  broken  down  on  a  program  by  program  basis  so  that 
there  is  a  separate  cost  index  for  each  type  of  special  program,  but 
the  Montana  expenditure  reports  do  not  break  anything  down  on  a  pro- 
gram basis.   And  the  only  way  possible  to  get  this  information  would 
be  CO  go  into  selected  school  districts  and  completely  reconstruct 
the  necessary  financial  records,  as  was  found  necessary  in  the  school 
systems  studied  by  the  NEFP  Project.   Obviously,  there  was  insuffi- 
cient time  to  conduct  a  study  of  this  nature  by  the  Interim  Subcom- 
mittee on  Education. 

Since  the  NEFP  Project  did  not  compute  any  kind  of  composite  index 
for  any  grouping  of  special  programs,  it  is  also  difficult  to  compare 
the  Montana  total  program  index  to  any  of  the  individual  program 
indices  developed  by  the  NEFP.   However,  if  the  indices  for  the  EMR, 
TMR,  PH  &  IH  (impaired  hearing)  programs  developed  by  the  NEFP  are 
weighted  by  the  1971-72  Montana  special  enrollment  for  those  pro- 
grams, a  weighted  average  index  can  be  obtained  for  the  NEFP  indices. 
The  resulting  weighted  index  computed  is  1.98.   That  is,  it  could  be 
said  that  the  average  NEFP  cost  index  for  the  EMR,  TMR,  PH  &  IH  pro- 
grams together,  at  1.98,  means  that  the  expenditures  for  special 
children  compared  to  regular  children  would  be  1.98  times  more  costly 
per  special  pupil.   It  is  noted  that  the  composite  index  for  the  NEFP 
Project  programs  is  only  slightly  less  than  the  index  for  the  Montana 
program  which  was  1.99.   Although  there  may  be  many  compelling  reasons 
why  the  special  to  regular  cost  index  would  be  different  in  Montana 
compared  to  the  school  systems  under  examination  in  the  NEFP  Project, 
the  fact  that  the  two  indices  are  so  similar  would  certainly  add 
credence  to  the  theory  that  the  1971-72  expenditure  reports  on  Mon- 
tana special  programs  were  not  under  reported. 

Differences  Between  the  NEFP  Cost 
Categories  &  Montana's 
Allowable  General  Fund  Budget  Expenditures 

(1)  The  NEFP  Index  included  transportation  cost.   Transportation 
costs  for  special  students  in  Montana  are  not  funded  out  of 
the  General  Fund  Budget  and  therefore  cannot  be  reported  as 
an  expenditure  on  the  special  education  expenditure  report. 
Montana  has  no  expenditure  report  for  the  cost  of  transporta- 
tion for  special  students. 

(2)  The  NEFP  Index  does  not  include  any  cost  for  capital  outlay, 
whereas  costs  for  capital  outlay  (sites,  buildings,  remodeling, 
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(2)  new  equipment)  are  included  within  Montana's  General  Fund  Bud- 
get, provided  tnat  is,  that  such  costs  for  capital  outlay  were 
not  financed  through  a  bond  issue. 

(3)  Costs  for  attendance  services  and  student  body  services  are  not 
included  in  the  NEFP  Index,  whereas  these  are  alowable  General 
Fund  Budget  expenditures  in  Montana. 

According  to  the  accounting  code  used  by  school  districts  as  a 
guide  in  reporting  expenditure  items,  attendance  services  refer 
to  activities  which  have  as  their  primary  purpose  the  promotion 
and  improvemenc  of  children's  attendance  at  school  through  en- 
forcenient  of  compulsory  attendance  laws  and  other  means.   Stu- 
dent Body  expenditures  refer  to  such  things  as  intersholastic 
athletics,  band,  etc. 

The  exact  cost  inputs  included  in  the  NEFP  configurations  are 
given  on  the  following  pages.    A  listing  of  the  general 
budget  categories  for  Montana  can  be  reviewed  by  examining 
a  copy  of  the  special  education  expenditure  report  form  for 
general  fund  budget  categories  on  page  62  of  this  study- 

Cosc  Inputs  Included  in  the 
ivEFr"  Cost  Configuration 

Administration  1  Scalar  vis  ion 


Salaries  for  Superintendents 
Assistant  Superintendents 
Principals 
Supervisors 

Clerical  &  Secretcirial 

Scilc.ricis  for  S-r.  clerical  C  secretarial 

toe 5.   Service 

Salaries  for  en.plcyses 

Totil  cost  for  food  service  operation 

Guidance  S.  I'.'iunseliuc; 

Salaries  for  Guidance  Counselors 

Teac!«'-r  CoiJt 

Salaries  for  all  teachers;  aides  as  v/ell  as 
full  ti.ae  classroom  teacners 

SuPMcrtive  Services 

Si-aries  for  any  iion-teacning  specialists  including 
ps_-r;nclc-gists 
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psychiatrists 

social  workers 

psychometrists 

research  &  curriculum  workers 

therapists 

Instructional  Supplies  &  Equipment 

Special  expendable  materials  and  special  equipment  of  a  non- 
expendable nature.   Library  costs  were  excluded  here. 

Plant  Operation  &  Maintenance 

Salaries  for  all  employees 

Total  non-salary  expenses  (e.g.,  supplies,  utilities,  equip- 
ment) 

Fringe  Benefits 

Cost  of  insurance,  retirement,  and  social  security,  etc., 
for  certificated  and  non-certificated  staff 

Transportation 

Salaries  for  employees  involved  in  the  transportation  of 
students  and  other  costs  exclusive  of  salaries  such  as 
materials,  supplies,  and  depreciation  of  transportation 
equipment.   Cost  of  purchasing  buses  was  included  only  if 
they  had  been  purchased  out  of  the  regular  operating  budget 
of  the  district  as  opposed  to  issuing  bonds. 

Health  Services 

Salaries  for  doctors,  nurses,  and  others 
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State  of   Montana 

Office  of  the  Superintendent 

of   I'ublic   Instruction 
Dolores  ("olburn.   Superintendent 
Helena   r.!)fi01 


Annual  Report  of  School  Trustees 

To   County   Superintendent  of   Schools 
ELEMENTARY  SCHOOLS  OR   HIGH   SCHOOLS 


(     )      Elenientciry 


(     )      High  School 


DISTRICT  NO. 


City  (if  none,   School) 


SPECIAL   EDUCATION   EXPENDITURES 

FOR   APPROVED   CLASSES   OR   PROGRAMS 

FOR   YEAR   ENDED   JUNE  30,    1973 

The  expenditures  for  special  education  to  be  reported  on  this 
form  must  also  be  included  as  General  Fund  expenditures  on 
Forms  20  or  21.  Report  actual  amounts  (not  budget  figures)  of 
expenditures  for  the  year  ended  June  30,  1973.  If  no  expendi- 
ture, leave  blank.  Do  not  change  an  item  title  or  alter  the  form 
in  any  way.  Please  submit  two  copies  of  this  report  to  the 
County  Superintendent   by   August    1. 


Date 


Signed 


Cliairman.  Board  or  Trustees 


l-OR 

USE 

BY    THE 

OFFICE 

OF 

THE 

SUPERINTENDENT  OF   PUBLIC 

INSTRUCTION 

C.rd 

Code: 

Series   01    to 

Pupl 

1  ISl  .1 

i.ilc 

Y.Mr: 

3 

lypo 

1    riem. 

2   Sec 

County   Cocfe; 

Lega 

Entity: 

1.      SPECIAL   EDUCATION                              EXPENDITURES 

Card      01 

Administration 

1    no      Salaries 

1   130     Supplies 

1    1  50      Other   expenses 
Instruction 

1    ?\   ]          PlIKip.lls      S>(I.1IU<S 

1  212      fcjchers'   saldries 
1-218     Clerical   salaries 

$  1      ,     1     ,    .1     1     .   .1 
1     1     1     1     .     1     1     1 

I  .     1     1     <     1     1      , 
<     1     1     1     1           II 

II  II           II 

_!._ 

,     1     1      .     1           .      , 

1-231      Textbool.. 

1,1..           .1 

1-232      Teaching   supplies 

,     ,     1      .          1     .      . 

Card      02 


73 

Due   August 

County 


1-250      Other   expenses 
Library   Services 
1-310     Salaries 

1     1     I     1     1          \     {, 

1 
1     '     :     '          II 

1-333   Books   and   periodicals 
1-350     Other  expenses 

III:'       .11 
1     1     1     1     1     1     1     1 

Health   Services     (1-400) 

Attendance  Services     (1-500) 

II         II         II 

Operation   oi   Plant 

1-610     Salaries 

1-641      Heat   for  buildings 

^.     .  J.J_J L, 

Card     03 

1-642      Utilities,  except   heating 

1     <     1     1     .     1     1     , 

1-650     Other  Supplies  &  expenses 
Maintenance  of  Plant 

1-710     S.il.iiio^ 

1     <     1     1     1         .     , 
.     1     1     1     1     1     1     . 

1  720      Conlr.Klcd   s<>rvKOS 

1     1     1     1    1         .     . 

1-737      Rcplntomonlr.   ,iiid   parts 

1     .     1     1     .     1     : 

1-750     Other  supplies  &  expenses 

1     iJ     I     1           1 

School   Food  Services  (1-800) 
Student  Body  and   Auxiliary 
Services  (1-900) 

,     1     ,     . 
1     1 

Card     04 

Other  Current  Charges 

1  - 1 05 1      Rental  of  land  &  buildings 

1-1052      Insurance 

I  1     1     1     .     1     . 

II  1     1     1     1     i 

1-1055      Social   security   taxes 

1     1     1     1     '     1     1      1 

1-1059     Othfr  expenses 

1     1     1     1     '     1     1      1 

1-1072      Interest  on   warrants 
Capital  Outlay  (from  General  Fund, 
not  bonds) 

1     1     1     .     1     1     ,     1 

1                1 
1     1     1     1     :     1     1     1 

1   1161      Sites 

1     1     1     1     1     1     1     , 

1-1162      Building 

.     .     1     1     :     1     .     1 

1-1163     Remodeling 

<     1     1     1     .     1     1     1 

Card      05 

1-1164     New  equipment 

1     1     1     1     1     1     1     1 

1 
1     1     1     1     '          II 

1-1165     Other  (identify) 

TOTAL  EXPENDITURES 

Form  211SE 

020100 

Rev.  a        ;',!;■. 
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APPENDIX  G 


A  Program  By  Program  Comparison 
In  Seven  Selected  School  Districts 
Of  The  Amount  Of  Funds  That  Could  Be  Generated  In  Montana 
For  Special  Education  If  The  NEFP  Cost  Indices  Were  Used 
Compared  To  The  Amount  Of  Funds 
Genera tod  By  The  Present  ANB  System  Of  Funding 


AMOUN'!'  Ol'-  FUNDS  GENERATED  FOR  EACH  SPECIAL 
EDUCATION  PROGRAM  TYPE  OFFERED  IN  MONTANA  USING 
THE  PRESENT  FUNDING  SYSTEM  COMPARED  TO  USING  THE  NEFP 
INDICES  SEVEN  SELECTED  SCHOOL  DISTRICTS 


Slcmentary 
Program 


iMR 
(MR 
•H 

ipcH)cli  Therapy 
be  u"  i  1 V)   Is^x^  i  rod* 
■nn'TXL 


igh  School 
Programs 


MR 
MR 

peech  Therapy 
TOTAL 


Funds  Available 
Using  NEFP 
System 

$  742,986 

298,855 

223,212 

295,769 

B4,134 

$1,744,956 


438,981 

30,944 

145,531 

615,456 


Self  Contained  Classroons  Only 


Total  Funds 
Available  Using 
Present  System 

$1,240,103 
503,744 
207,968 
714,790 
107,836 

$2,774,441 


924,917 

63,788 

282,793 

$1,271,498 


Difference  in  Terms 
of  Percent  of  Total 
Funds  Available  if 
NEFP  is  Used 

60%  Less 

59%  Less 

107%  Less 

55%  U'ss 

78%  U<HS 

63%  ]vss 


47%  Less 

49%  Less 

51%  Less 

48%  Less 
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APPENDIX  H 

Board  of  Education  Policy 
Adopted  on  December  11,  1972 


PROPOSED 

STATE  OF  MONTANA 
BOARD  OF  EDUCATION 

POLICY  STATEMENT  ON  SPECIAL  EDUCATION  PROGRAM 

In  accordance  with  the  provisions  of  Chapter  78  of  Title  75, 
R.CoM.,  1947,  this  Board  of  Education  policy,  as  recommended  by  the 
Superintendent  of  Public  Instruction,  requires  a  planned  and  coor- 
dinated program  of  special  education  in  the  state. 

The  special  education  program  operating  in  Montana  shall  pro- 
vide opportunities  for  comprehensive  services  to  handicapped  children 
and  youth.   The  program,  supervised  and  coordinated  by  the  Super- 
intendent of  Public  Instruction,  shall  be  developed  in  cooperation 
v?ith  school  district  personnel  and  others  from  the  educational  com- 
munity.  The  program  shall  incorporate  the  many  educational  arrange- 
ments which  can  be  designed  to  integrate  young  handicapped  persons, 
whenever  possible,  into  the  regular  educational  program  and  even- 
tually into  the  mainstream  of  society.    The  program  shall  assure 
that  careful  and  systematic  procedures  are  used  to  identify  and 
diagnose  young  handicapped  persons.   Finally,  the  special  education 
program  shall  include  measures  to  assure  fiscal  accountability  of 
funds  provided  for  the  operation  of  special  education. 

Consistent  with  Section  1  of  Article  X  of  the  Montana  Constitu- 
tion adopted  in  1972,  the  Board  of  Education  maintains  that  the 
special  education  program  shall  assist  many  handicapped  children 
and  youth  in  developing  their  maximum  educational  and  social  poten- 
tial.  In  addition,  the  Board  of  Education  encourages  special  educa- 
tion programs  that  enable  handicapped  youth  to  become  partially  or 
completely  self-sufficient  in  our  increasingly  complex  society.   It 
is  the  intent  of  the  Board  of  Education  in  adopting  this  policy  that 
young  handicapped  persons  will  be  given  opportunities  to  become 
contributing,  confident,  dignified  and  self-reliant  hioman  beings. 
This  Board  of  Education  policy  is  based  on  the  premise  that  the 
right  of  a  young  handicapped  person  to  the  special  education  he  needs 
is  as  basic  to  him  as  the  right  of  any  other  young  citizen  to  an 
appropriate  education  in  the  schools  of  Montana. 
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APPENDIX  I 


1  BILL  NO.  

2  INTRODUCED  BY 

3 

4  75-7813 
5 

6  A  BILL   FOR   AN   ACT   ENTITLED:    "AN   ACT   ENUMERATING   THE 

7  ALLOWABLE  COSTS  OF  SPECIAL  EDUCATION  PROGRAMS  WHICH  A  SCHOOL 

8  DISTRICT   MAY   COUNT   FOR  THE  PURPOSE  OF  ASSISTANCE  FROM  THE 

9  FOUNDATION  PROGRAM,  AND  REPEALING   SECTION   75-7  813,   R.C.M. 
10  1947." 

11 

12  BE  IT  ENACTED  BY  THE  LEGISLATURE  OF  THE  STATE  OF  MONTANA: 

13  Section  1.   Section   75-7813,  R.C.M.  1947,  is  repealed. 

14  Section  2.   Allowable   cost   schedule   for   special 

15  programs   —   superintendent   to  make   rules   —   annual 

16  accounting.   (1)  For  the  purpose  of  determining  the  maximum 

17  budget  without   a  vote  for  special  education  as  defined  in 

18  75-6905(20)   and   75-6905(21),   the   following   schedule   of 

19  allowable   costs  shall  be  followed  by  the  school  district  in 

20  preparation  of  its  special  education  budget   for   state   aid 

21  request  purposes  and  by  the  superintendent  in  his  review  and 

22  approval   of   the  budget  for  the  purposes  of  determining  the 

23  amount  of  the  maximum  budget  without   a  vote   for   special 

24  education   for   the   district.    As   used   in  this  schedule, 

25  "full-time  equivalent  special   education   pupil"   is   to  be 
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1  determined   in   accordance  with   section   [75-6902.1],   and 

2  "regular  ANB"   is   to  be   determined   in   accordance   with 

3  sections  75-6902  and  75-6903. 

4  (a)   Instructional  salaries,  and  benefits  paid  from  the 

5  general   fund,   to   special  program  teachers,  teacher  aides, 

6  special  education  supervisors,  and  clinicians  employed   full 

7  time  on  special  programs  —  the  entire  cost. 

8  (b)   Instructional   salaries  and  benefits  paid  to  other 

9  professional   employees   providing   relevant   supportive 

10  services   to   the  special  program  —  a  portion  of  the  entire 

11  cost  corresponding  to  the  portion   of   entire  working   time 

12  which   each   such   support  person  devotes   to   the  special 

13  program, 

14  (c)   Administrative  salary  costs;  including 

15  (i)   salaries  of  principal  and  clerical   staff   —   the 

16  amount  allowed  for  budget  purposes  per  full-time  equivalent 

17  special  pupil  may  not  exceed  one  and  seventy-five  hundredths 

18  (1,75)  times  the  amount  budgeted  per   regular   ANB   for   the 

19  preceding  year; 

20  (ii)  all   other   administrative   costs   —   the   amount 

21  allowed  for  budget  purposes  per  full-time  equivalent  special 

22  pupil  may  not  exceed  the  amount  budgeted  per  regular  ANB  for 

23  the  preceding  year, 

24  (d)   Instructional   classroom   supplies    and   minor 

25  equipment: 
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1  (i)   if   used  exclusively   for  special  programs  —  the 

2  actual  total  cost,  including  maintenance  and  repair; 

3  (ii)  if  shared  with  regular  programs   —   the   amount 

4  allowed  for  budget  purposes  per  full-time  equivalent  special 

5  pupil  may  not  exceed  the  amount  budgeted  per  regular  ANB  for 

6  the  preceding  year, 

7  (e)   Other  instructional  expenses  —  the  amount  allowed 

8  for   budget  purposes  per  full-time  equivalent  special  pupil 

9  may  not  exceed  the  amount  budgeted  per  regular  ANB   for   the 

10  preceding  year. 

11  (f)   Capital  outlay: 

12  (i)   classroom  remodelling  or   repair   intended  for  a 

13  program  for  physically  handicapped  students   —   the   actual 

14  total  cost; 

15  (ii)  major   classroom  equipment   —   the   actual  total 

16  cost; 

17  (iii)  all  other  capital  outlay  —  the  amount  allowed  for 

18  budget  purposes  per  full-time  equivalent  special   pupil  may 

19  not   exceed   the   amount  budgeted  per   regular  ANB  for  the 

20  preceding  year. 

21  (g)   Other  current  charges: 

22  (i)   rental  of  land  and  buildings,  when   such  premises 

23  meet  all   requirements  of  the  board  of  public  education  and 

24  the  department  of  health  and  environmental  sciences   —   the 

25  actual   total    cost  when  used  exclusively   for   special 
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1  programs,  or  a  portion  of  the  total  cost  when   shared  with 

2  regular  programs,   to  be   prorated  based  on  the  amount  of 

3  building  space  used  by  each  type  of  program; 

4  (ii)  all  other  current  charges,  including   insurance 

5  the   amount   allowed   for  budget  purposes   per   full-time 

6  equivalent  special  pupil  for  a  school  year  may  not  exceed 

7  the  amount  budgeted  per  regular  ANB  for  the  preceding  school 

8  year. 

9  (h)   Operation  and  maintenance  of  physical  plant  — 

10  A  prorated  portion   of   the   district  total   budget.   The 

H  superintendent  shall  make  regulations  fixing  a  maximum  ratio 

12  for  operation   and  maintenance   spending   per    full-time 

13  equivalent   special  pupil   to  such   spending   per  previous 

14  year's  regular  ANB.   The  proration  shall   be   calculated   on 

15  the   basis   of   a   formula   established  by   the   state 

16  superintendent  based  on   floor   space   and   other   relevant 

17  factors. 

18  (i)   Contracted   services,   including   fees   paid   for 

19  professional   advice   and  consultation   regarding   special 

20  students  or  the  special  program,  and  the  delivery  of  special 

21  education  services  by  nonprofit  agencies  —  the  actual  total 

22  cost. 

23  (j)   Health   services   for   students,  library  services, 

24  food,  student  body   activities,   attendance   costs   —   per 

25  full-time  equivalent  special  pupil  may  not  exceed  the  amount 
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1  budgeted  per  regular  ANB  for  the  preceding  school  year. 

2  (k)   Transportation   costs    for   special   education 
personnel  wh<3  must  travel  on  an  itinerant  basis  from   school 

4  to   school  or  district  to  district  —  the  actual  cost  to  the 

5  district  calculated  on  the  same  mileage   rate   used  by   the 

6  district  for  other  travel  reimbursement  purposes. 

7  (2)   The   superintendent   of   public  instruction  shall, 

8  prior  to  the  time  when  a  district  must  have   prepared   its 

9  budget  for  the  1975-197  6  year,  promulgate  rules  for: 

10  (a)   Keeping   necessary  time  records  for  supportive  and 

11  administrative  personnel  and  any  personnel   shared   between 

12  special  and  regular  programs; 

13  (b)   Defining   the   total  special  program  caseload  that 

14  must  be  assigned  to  specific  support  persons  and   the   kinds 

15  of  professional  specialties  to  be  considered  relevant  to  the 

16  program  before   the  district  may   count  an  allowable  cost 

17  'onder  part  (1)  (b)  of  this  section; 

18  (c)   Defining  the  kinds  or   types   of   equipment  whose 

19  costs  may  be  counted  under  parts  (1) (d)  and  (f)  (ii)  of  this 

20  section; 

21  (d)   Prescribing  formulas  for  calculating   the  portion 

22  of  operation  and  maintenance  costs  and  rental  costs  properly 

23  allocable   to  the   special  programs,  as  prescribed  by  parts 

24  (1) (g)  and  (1) (h)  of  this  section. 

25  (3)   An  annual  accounting  of  all  expenditures  of  school 
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1  district  general  fund  monies  for  special  education  shall   be 

2  made  by   the  district   trustees   on  forms  furnished  by  the 

3  state   superintendent   of   public    instruction.     The 

4  superintendent  shall  make  rules  for  such  accounting. 

-End- 
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1  BILL  NO. 

2  INTRODUCED  BY 


3 

4  75-6905,  75-6906 

5 

6  A  BILL  FOR  AN  ACT  ENTITLED:   "AN  ACT  ESTABLISHING  PROCEDURES 

7  FOR  FIXING  SPECIAL  EDUCATION  PROGRAMS  BUDGETS  WITHIN   SCHOOL 

8  BUDGETS   AND   RELATING   SUCH   SPECIAL  PROGRAMS,  AND  AMENDING 

9  SECTIONS  75-6905  AND  75-6906,  R.C.M.  1947." 
10 

11  BE  IT  ENACTED  BY  THE  LEGISLATURE  OF  THE  STATE  OF  MONTANA: 

12  Section  1.   Section  75-6905,  R.C.M.  1947,  is  eunended  to 

13  read  as  follows: 

14  "75-6905.   Maximum-general-f und-budget-without-a-voted- 

15  levy  schedules  for  elementary  and  high   schools.   The   total 

16  amount  of  the  general  fund  budget  of  any  district  shall  not 

17  be  greater  than  the  general  fund  budget  amount  specified   in 

18  the   following  schedules,  except  when  a  district  has  adopted 

19  an   emergency  general  fund  budget  under   the  provisions   of 

20  section   75-6727   or  when  a  district  has  voted  an  additional 

21  levy  under  the  provisions  of  section  75-6923. 

22  Elementary  School  Schedule  for  1973-74 

23  (1)   For  each  elementary  school  having  an  7VNB  of   nine 

24  (9)   or   fewer  pupils,   the  maximum  shall  be  seven  thousand 

25  eight  hundred  six  dollars  and  fifty   cents   ($7,806.50),   if 
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1  said  school  is  approved  as  an  isolated  school. 

2  (2)   For   schools  with   an  ANB  of  ten  (10)  pupils,  but 

3  less  than  eighteen  (18)  pupils,  the  maximum  shall   be   seven 

4  thousand   eight   hundred   six  dollars   and   fifty   cents 

5  ($7,806,50)  plus  two  hundred  seventy-six  dollars   and   fifty 

6  cents  ($276.50)  per  pupil  on  the  basis  of  the  average  number 

7  belonging  over  nine  (9). 

8  (3)   For   schools  with   an  ANB  of  eighteen  (18)  pupils 

9  and  employing  one  (1)  teacher,   the  maximum  shall  be   ten 

10  thousand  two  hundred  eighty-six  dollars  ($10,286)  plus  three 

11  hundred   sixty-four  dollars   and   fifty  cents  ($364.50)  per 

12  pupil  on  the  basis  of  the  average  number  belonging  over 

13  eighteen  (18),  not  to  exceed  an  ANB  of  twenty-five  (25). 

14  (4)   For   schools  with  an  ANB  of  eighteen  (18)  pupils 

15  and  employing  two  (2)  full-time  teachers,  the  maximum   shall 

16  be   seventeen   thousand   five  hundred  eighty-six  dollars 

17  ($17,586)  plus  two  hundred  fifty-two  dollars  and  fifty  cents 

18  ($252.50)  per  pupil  on  the  basis   of   the   average   number 

19  belonging   over  eighteen  (18) ,  not  to  exceed  an  ANB  of  fifty 

20  (50). 

21  (5)   For  schools  having  an  ANB  in  excess  of  forty   (40) 

22  the  maximum  on   the  basis  of  the  total  pupils  (ANB)  in  the 

23  district  for  elementary  pupils  will  be  as  follows: 

2  4  For  a  school  having  an  ANB  of  more  than  forty  (40)   and 

25  employing   a  minimum  of  three  (3)  teachers,  the  maximum  of 
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1  six  hundred  forty-two   dollars   and   fifty   cents   ($642.50) 

2  shall  be   decreased  at  the  rate  of  forty-three  cents  ($.43) 

3  for  each  additional  pupil  until  the  total  number  (ANB)  shall 

4  have  reached  a  total  of  one  hundred   (100)   pupils.    For   a 

5  school   having  an  ANB  of  more  than  one  hundred  (100)  pupils, 

6  the  maximum  of  six  hundred  sixteen  dollars  and   fifty   cents 

7  ($616.50)   shall  be  decreased  at  the  rate  of  fifty-one  cents 

8  ($.51)  for  each  additional  pupil  until  the  ANB   shall   have 

9  reached  three  hundred  (300)  pupils.   For  a  school  having  an 

10  ANB  of  more  than  three  hundred   (300)   pupils,   the  maximum 

11  shall  not  exceed   five  hundred  thirteen  dollars  and  fifty 

12  cents  ($513.50)  for  each  pupil. 

13  (6)   The  maximvun  per  pupil,  for  all  pupils   (ANB)   and 

14  for  all  elementary  schools  shall  be  computed  on  the  basis  of 

15  the   amount   allowed  herein  on  account  of  the  last  eligible 

16  pupil,  ANB.   All  elementary   schools  operated  within  the 

17  incorporated   limits  of   a  city  or  town  shall  be  treated  as 

18  one  (1)  school  for  the  purpose  of  this  schedule. 

19  High  School  Schedule  for  1973-74 

20  (7)   For  each  high  school  having  an  ANB  of   twenty-four 

21  (24)   or   fewer  pupils,   the  maximum  shall  be  thirty-seven 

22  thousand  five  hundred  ten  dollars  ($37,510). 

23  (8)   For  a  secondary  school  having  an   ANB  of  more   than 

24  twenty-four   (2  4)   pupils,   the  maximum  one   thousand  five 

25  hundred  sixty-two  dollars  and  seventy-five  cents  ($1,562.75) 
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1  shall  be  decreased  at  the  rate  of  nine  dollars   seventy-five 

2  cents   ($9.75)  for  each  additional  pupil  until  the  ANB  shall 

3  have  reached  a  total  of   forty   (40)   such  pupils.    For   a 

4  school  having   an  ANB  of  more  than  forty  (40)  pupils,  the 

5  maximuin  of   one   thousand   four  hundred   six  dollars   and 

6  seventy-five   cents   ($1,406.75)   shall  be  decreased  at  the 

7  rate  of  six  dollars  sixty  cents  ($6.60)  for  each   additional 

8  pupil   until   the  ANB  shall  have  reached  one  hundred  (100) 

9  pupils.   For  a  school  having  an  ANB  of  more  than  one  hundred 

10  (100)  pupils,  a  maximvim  of  one   thousand   nine  dollars   and 

11  seventy-five  cents   ($1,009.75)   shall  be  decreased  at  the 

12  rate  of  two  dollars   fifteen  cents   ($2.15)    for   each 

13  additional  pupil  until   the  ANB   shall  have   reached  two 

14  hundred  (2  00)  pupils.   For  a  school  having  an  ANB  of   more 

15  than   two  hundred  (200)  pupils,  the  maximum  of  seven  hundred 

16  ninety- four  dollars  and  seventy-five  cents   ($794.75)   shall 

17  be   decreased  by  forty-nine  cents  ($.49)  for  each  additional 

18  pupil  until  the  ANB  shall  have  reached  three  hundred   (300) 

19  pupils.    For   a   school   having   an  ANB  of  more  than  three 

20  hundred  (300)  pupils,  the  maximum  of  seven  hundred  forty-six 

21  dollars  and  seventy-five  cents  ($746.75)  shall  be   decreased 

22  at   the   rate   of   thirteen  cents  ($.13)  until  the  ANB  shall 

23  have  reached  six  hundred  (600)  pupils.   For  a  school   having 

24  an  ANB  over  six  hundred  (600)  pupils,  the  maximum  shall  not 

25  exceed  seven  hundred  eight  dollars   and   seventy-five   cents 
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1  ($708.75)  per  pupil. 

2  (9)   The  maximum  per  pupil  for  all  pupils  (ANB)  and  for 

3  all  high   schools   shall  be   computed   on  the  basis  of  the 

4  amount  allowed  herein  on  account  of  the  last  eligible  pupil, 

5  ANB.   All  high  schools  and  junior  high   schools  which  have 

6  been   approved   and  accredited  as   junior   high   schools, 

7  operated  within  the  incorporated  limits  of  a  city  or   town 

8  shall   be   treated  as  one  (1)  school  for  the  purpose  of  this 

9  schedule. 

10  Elementary  School  Schedule  for  1974-7  5 

11  and  Succeeding  Years 

12  (10)  For  each  elementary  school  having  an  ANB  of  nine 

13  (9)   or   fewer  pupils,   the  maximum  shall  be  eight  thousand 

14  thirty-seven  dollars  ($8,037),  if  said  school  is  approved  as 

15  an  isolated  school. 

16  (11)  For  schools  with  an  ANB  of  ten   (10)   pupils,   but 

17  less   than  eighteen  (18)  pupils,  the  maximvim  shall  be  eight 

18  thousand  thirty-seven  dollars  ($8,037)   plus   three   hundred 

19  two   dollars   ($302)   per  pupil  on  the  basis  of  the  average 

20  number  belonging  over  nine  (9). 

21  (12)  For  schools  with  an  ANB  of   eighteen   (18)   pupils 

22  and  employing  one   (1)   teacher,   the  maximvim  shall  be  ten 

23  thousand  seven  hundred  forty-seven  dollars   ($10,747)   plus 

24  three  hundred  ninety  dollars  ($390)  per  pupil  on  the  basis 

25  of  the  average  number  belonging  over  eighteen  (18) ,   not  to 
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1  exceed  an  ANB  of  twenty-five  (25) . 

2  (13)  For   schools  with   ein  ANB  of  eighteen  (18)  pupils 

3  and  employing  two  (2)  full-time  teachers,  the  maximum   shall 

4  be   eighteen  thousand  forty-seven  dollars  ($18,047)  plus  two 

5  hundred  seventy-eight  dollars  ($278)  per  pupil  on  the  basis 

6  of   the   average  number  belonging  over  eighteen  (18) ,  not  to 

7  exceed  an  ANB  of  fifty  (50) . 

8  (14)  For  schools  having  an  ANB  in  excess  of  forty   (40) 

9  the  maximum  on   the  basis  of  the  total  pupils  (ANB)  in  the 

10  district  for  elementary  pupils  will  be  as  follows: 

11  For  a  school  having  an  ANB  of  more  than  forty  (4  0)   and 

12  employing   a  minimum  of  three  (3)  teachers,  the  maximum  of 

13  six  hundred  sixty-eight  dollars  ($668)  shall  be  decreased  at 

14  the  rate  of  forty-three  cents   ($.4  3)   for   each   additional 

15  pupil   until   the   total  number   (ANB)  shall  have  reached  a 

16  total  of  one  hundred  (100)  pupils.   For  a  school  having   an 

17  ANB  of   more   than  one  hundred  (100)  pupils,  the  maximum  of 

18  six  hundred  forty-two  dollars  ($642)  shall  be   decreased   at 

19  the  rate  of  fifty-one  cents  ($.51)  for  each  additional  pupil 

20  until  the  ANB  shall  have  reached  three  hundred  (300)  pupils. 

21  For   a  school  having  an  ANB  of  more  than  three  hundred  (300) 

22  pupils,   the   maximum   shall    not    exceed    five    hundred 

23  thirty-nine  dollars  ($539)  for  each  pupil. 

24  (15)  The  maximvun  per  pupil,  for  all  pupils  (ANB)  and 

25  for  all  elementary  schools  shall  be  computed  on  the  basis  of 

-88- 


LC  1739 


1  the  amount  allowed  herein  on  account  of   the   last   eligible 

2  pupil,   ANB.    All  elementary   schools   operated  within  the 

3  incorporated  limits  of  a  city  or  town  shall  be   treated   as 

4  one  (1)  school  for  the  purpose  of  this  schedule. 

5  High  School  Schedule  for  1974-75 

6  and  Succeeding  Years 

7  (16)  For  each  high  school  having  an  ANB  of  twenty-four 

8  (24)  or  fewer  pupils,   the  maximum  shall  be   thirty-eight 

9  thousand  three  hundred  sixty-two  dollars  ($38,362). 

10  (17)  For   a  secondary  school  having  an  ANB  of  more  than 

11  twenty-four  (24)   pupils,   the  maximum  one   thousand   five 

12  hundred   ninety-eight   dollars   and   twenty-five   cents 

13  ($1,598.25)  shall  be  decreased  at  the  rate  of   nine   dollars 

14  seventy-five   cents   ($9,75)  for  each  additional  pupil  until 

15  the  ANB  shall  have   reached   a  total   of   forty   (40)   such 

16  pupils.    For  a  school  having  an  ANB  of  more  than  forty  (40) 

17  pupils,  the  maximum  of  one   thousand  four  hundred   forty-two 

18  dollars  and  twenty-five  cents  ($1,442.25)  shall  be  decreased 

19  at   the   rate   of   six  dollars  sixty  cents  ($6.60)  for  each 
2  0  additional  pupil   until  the  ANB   shall  have   reached  one 

21  hundred   (100)   pupils.    For  a  school  having  an  ANB  of  more 

22  than  one  hundred  (100)  pupils,  a  maximum  of   one   thousand 

23  forty-five   dollars   and  twenty-five  cents  ($1,045.25)  shall 

24  be  decreased  at   the   rate   of   two  dollars   fifteen   cents 

25  ($2.15)   for  each  additional  pupil  until  the  ANB  shall  have 
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1  reached  two  hundred  (200)  pupils.   For  a  school   having   an 

2  ANB   of   more   than  two  hundred  (200)  pupils,  the  maximum  of 

3  eight  hundred  thirty  dollars  and  twenty-five  cents  ($830.25) 

4  shall  be  decreased  by   forty-nine   cents   ($.49)   for   each 

5  additional  pupil  until   the  ANB   shall  have  reached  three 

6  hundred  (300)  pupils.   For  a  school  having  an  ANB   of   more 

7  than   three  hundred   (300)   pupils,   the  maximum  of  seven 

8  hundred  eighty-two  dollars  and  tv7enty-five   cents   ($782.25) 

9  shall  be   decreased   at  the   rate  of  thirteen  cents  ($.13) 

10  until  the  ANB  shall  have  reached  six  hundred   (600)   pupils. 

11  For   a   school   having  an  ANB  over  six  hundred  (600)  pupils, 

12  the  maximum  shall  not  exceed   seven   hundred   forty-four 

13  dollars  and  twenty-five  cents  ($744.25)  per  pupil. 

14  (18)  The  maximum  per  pupil  for  all  pupils  (ANB)  and  for 

15  all  high   schools   shall  be   computed   on  the  basis  of  the 

16  amount  allowed  herein  on  account  of  the  last  eligible  pupil, 

17  ANB.   All  high  schools  and  junior  high   schools  which  have 

18  been   approved   and   accredited   as   junior  high   schools, 

19  operated  within  the  incorporated  limits  of  a  city   or   town 

20  shall  be   treated  as  one  (1)  school  for  the  purpose  of  this 

21  schedule. 

22  (19)  The  general  fund  budget  amount  for  an  approved  and 

23  accredi-ted  junior  high  school  shall  be  prorated  between   the 

24  elementary  district  general  fund  budget  and  the  high  school 

25  district  general  fund  budget  in  the  following  manner: 

-90- 


LC  1739 


1  (a)   determine  the   per-ANB   schedule   amount   for   the 

2  school,   as   defined  by   this  section,  from  the  high  school 

3  schedule; 

4  (b)   calculate   the  ANB   for   the   regularly  enrolled 

5  full-time  pupils   enrolled   in  the  seventh  (7th)  and  eighth 

6  (8th)  grades  of  the  junior  high  school; 

7  (c)   multiply  the  per-ANB  schedule  amount  determined  in 

8  subsection  (a)  by  the  ANB  calculated  in   subsection   (b)   to 

9  determine   the   authorized   general  fund  budget  aimount  which 

10  shall  be  available  for  the  elementary  district  general   fund 

11  budget;  and 

12  (d)   subtract   the   amount  determined  in  subsection  (c) 

13  from  the  total  authorized  general  fund  budget  amount  for  the 

14  school  to  determine   the   authorized   general   fund  budget 

15  amount  which  shall  be  available  for  the  high  school  district 

16  general  fund  budget. 

17  ¥he — genesrai — fttRd--bttdget — amonnfe — ^efeermineei-fese-eaeh 

18  eehooi-of-a-disfcricte-ttneler-fehe-sehedtties — provided — in — this 

19  oeefeioB shaii be feofeaied— to determifte- the 

2  0    maximn!«-geBejfai-^f«Rd-b«elget->fithottt-a-voted-ievy — €er sweh 

21  diatrietT 

22  (20)  For  the  purpose  of  establishing  the  maximum  budget 

23  without  a  vote   amount   for  current  year  special  education 

24  programs  for  a  school  district ,  the  superintendent  of  public 

25  instruction  will  determine  the  total  estimated   cost  of 
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1  special  education  programs  for  the  school  district  on  the 

2  basis  of  a  special  education  program  budget  submitted  by  the 

3  district.   The  budget  will  be  prepared  on  forms  provided  by 

4  the  superintendent  of  public  instruction  and  will  set  out 

5  for  each  program  or  class   separately   (i)   the  estimated 

6  allowable  costs  associated  with  operating  the  program  or 

7  class,  where  allowable  costs  are  as  defined  in  75-7817;  (ii) 

8  the  number  of  pupils  expected  to  be  enrolled  in  the   class; 

9  and   (iii)  any  other  data  required  by  the  superintendent  for 

10  budget   justification  purposes   and   to   administer   the 

11  provisions  of  this  act.   The  total  amount  of  allowable  costs 

12  approved   by   the  superintendent  for  special  education 

13  programs  in  the  school  district  will  be  referred  to  as  the 

14  maximum  budget  without  a  vote  amount  for  current  year 

15  special  education  programs.   The  total  excess  costs  of  the 

16  school   district's   special  education  program  are  defined  by 

17  subtracting,  from  the  total  amount  of  allowable  costs  of  the 

18  special  education  program,  the  product  of  the  maximum  budget 

19  without  a  vote  amount  per  ANB  for  the   school   district   as 

20  defined  in   75-6905   multiplied  by  the   number  of  special 

21  full-time  equivalent  students. 

22  (21)  If   a  special  education   class   or  program   is 

23  implemented  during   a  given   school  term  too  late  to  be 

24  included  in  the  determination  of  the  district  maximum  budget 

25  without  a  vote  for  the  school  year  as   prescribed   in   this 
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1  chapter,   then  subject  to  the  approval  of  the  program  by  the 

2  superintendent y  under  the  emergency  budget  provisions   of 

3  75-6723 (5) y   allowable   costs   approved  under  the  budgeting 

4  provisions  of  75-6905(20)  for  the  operation  of  the  class   or 

5  program  during   the   given  year  may  be  added  to  the  maximum 

6  budget  without  a  vote  amount  for  special  education   for  the 

7  sxibsequent   school  year.    Such   costs  must  be  recorded  as 

8  "previous  year  special  education   expenses"   in  the   school 

9  district  budget  for  the  subsequent  school  year. 

10  The  sum  of  the  previous  year  special  education  expenses 

11  and  the  maximum  budget  without  a  vote  for  current  year 

12  special  education  reduced  by  the  ctmount  of  special  education 

13  funds  reappropriated  from  the  previous  year  will   constitute 

14  the   total  maximum  budget  without   a  vote   for  special 

15  education  for  the  given  school  year. 

16  The  maximum  budget  without  a  vote  for  special  education 

17  will  be  added  to  the  maximum  budget  without  a  vote   due   to 

18  regular  program  ANB  defined  in  75-6902  and  75-6903  to  obtain 

19  the  total  maximum  budget  without  a  vote  for  the  district." 

20  Section  2,   Section  75-6906,  R.C.M.  1947,  is  amended  to 

21  read  as  follows: 

22  "75-6906.   Definition  of   foundation  program  and  its 

23  proportion  of  the  maximum-general-fund-without-a-voted-levy 

24  schedule   amount,   and  nonisolated  school  foundation  program 

25  financing.  (1)  As  used  in  this  title,  the   term  "foundation 
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1  program"   shall  mean   the  minimum  operating  expenditures  as 

2  established  herein,  that  are  sufficient  to  provide   for   the 

3  educational  program  of   a  school.   It  shall  be  financed  by 

4  (1)  county  equalization  moneys,  (2)  state  equalization   aid, 

5  and  (3)  when  required,  moneys  from  an  additional  county  levy 

6  for  a  state  deficiency.   The  foundation  program  relates  only 

7  to   those   expenditures   authorized  by  a  district's  general 

8  fund  budget  and  shall  not   include   expenditures   from  any 

9  other  fund. 

10  (2)   The   dollar  amount  of  the  foundation  program  shall 

11  be  eighty      per      cent      (80%)      of      the 

12  maximum-general-f und-budget-without-a-voted-levy   limitation 

13  as  set  forth  in  the   schedules   in   section   75-6905.    The 

14  foundation  program  of  an  elementary  school  having  an  ANB  of 

15  nine  (9)  or   fewer  pupils  which   is   not   approved   as   am 

16  isolated   school   under   the  provisions   of  section  75-6  608 

17  shall  be  eighty  per  cent  (80%)  of  the   schedule   amount  but 

18  the  county  and  state  shall  participate  in  financing  one-half 

19  (1/2)   of   the   foundation  program  and   the  district  shall 

20  finance  the  remaining  one-half  (1/2)  by  a  tax  levied  on   the 

21  property   of   the   district.    When   a  school  of  nine  (9)  or 

22  fewer  pupils  is  approved  as  isolated  under  the  provisions  of 

23  section  75-6608,  the  county  and  state  shall   participate   in 

24  the  financing  of  the  total  amount  of  the  foundation  program. 

25  (3)    All  monies  received  for  support  of  the   special 
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1  education  maximum  budget  without  a  vote  must  be  deposited  to 

2  the  special  education  account  of  the  school  district  general 

3  fund.   Funds  from  this  account  may  be  expended  only  for 

4  special  education  purposes  as  approved  by  the  superintendent 

5  of  public   instruction   in   accordance  with  the    special 

6  education   budgeting  provisions   of   this   title.    Actual 

7  expenditures  by  object  of  expenditure  within  the   special 

8  education  budget  may  vary   from  budgeted  cunounts  at  the 

9  discretion  of  the  trustees.   Unexpended  funds   shall  carry 

10  over   to  the  next  year  to  reduce  the  amount  of  state  and 

11  local  funding  required  to  finance  the  ensuing  year's  maximum 

12  budget  without  a  vote  for  special  education. 

-End- 
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1  BILL  NO.  

2  INTRODUCED  BY 

3 

4  75-6903 
5 

6  A  BILL  FOR  AN  ACT  ENTITLED:   "AN  ACT  CHANGING  THE  METHOD   BY 

7  WHICH   A   SCHOOL   DISTRICT   MAY  CALCULATE  ITS  AVERAGE  NUMBER 

8  BELONGING  WHEN  PUPILS   ARE   ENROLLED   IN   SPECIAL   EDUCATION 

9  PROGRAMS,  AND  AMENDING  SECTION  75-6903,  R.C.M.  1947." 
10 

11  BE  IT  ENACTED  BY  THE  LEGISLATURE  OF  THE  STATE  OF  MONTANA: 

12  Section  1.   Calculation  for  pupils  in  special  education 

13  programs.    If   a  student  spends  half  or  more  of  his  time  in 

14  school   in   the   regular  program  as   opposed   to   special 

15  education   programs,    he   shall   be   considered   regularly 

16  enrolled  for  ANB  purposes.   If  a  student   spends   less   than 

17  half   his  time  in  the  regular  program  and  the  balance  of  his 

18  time  in  school  in  special  education  programs,  the   aggregate 

19  days   of  attendance  and  absence  shall  not  be  included  in  the 

20  district's  computation  of  ANB  for  the  following  school  year; 

21  however,  the  district  shall  aggregate  the  number   of   pupils 

22  enrolled   full-time   and  part-time   in   special   education 

23  programs  to  compute  the  total  number  of  full-time  equivalent 

24  special  education  pupils  expected  to   be   enrolled   for   the 

25  "    calculations  required  under  section  75-6905(20). 
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1  Section  2.   Section   75-6903  R.C.M.  1947,  is  amended  to 

2  read  as  follows: 

3  "75-6903.   Circumstances   under   which   the   regular 

4  average   number  belonging  may  be   increased.   The  average 

5  number  belonging  of  a  school  for  a  given  school  fiscal  year, 

6  calculated  in  accordance  with  the  ANB  formula  prescribed   in 

7  section  75-6902,  may  be  increased  when: 

8  (1)   the   opening  of   a  new  elementary  school  or  the 

9  reopening  of  an  elementary   school  has  been   approved   in 

10  accordance   with   section   75-6602.    The   average   number 

11  belonging  for  such  school  shall  be  established  by  the  county 

12  superintendent  and  approved,  disapproved  or  adjusted  by   the 

13  superintendent  of  public  instruction; 

14  (2)   the   opening   or   reopening  of  a  high  school  or  a 

15  branch  of  the   county   high   school   has   been   approved   in 

16  accordance  with   sections  75-6603,  75-6604  or  75-6605.   The 

17  average  number  belonging   for   such   high   school   shall   be 

18  established  by   the  county  superintendent's  estimate,  after 

19  an  investigation  of  the  probable  number  of  pupils  that  will 

20  attend  such  high  school; 

21  (3)   a  district  anticipates  an  increase  in  the  average 

22  number  belonging  due  to  the  closing  of  any  private  or  public 

23  school  in  the   district   or   a  neighboring   district.    The 

24  estimated   increase   in   average   number   belonging  shall  be 

25  established  by  the  trustees  and  the   county   superintendent 
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1  and  approved,  disapproved,  or  adjusted  by  the  superintendent 

2  of  public   instruction  no   later  than  the  fourth  Monday  in 

3  June ; 

4  iA^ — 'fche-diafcjriefc-ia-eond«efetngT~«'?-wiii-eondeet-dttPing 

5  the-enstttng-sehooi-fiaeai-yearT-a~spee*«i~e^«cftti©n-eias9-op 

6  psrogjramT — The-atithojriBed — increase- -in- -the — average- -ntimbei? 

7  beienging — is — prescribed — by — section — ?5-?6i8-and-shaii-be 

8  avaiiabie-oniy-when-the-operation-of-stteh-speeiai--e?^ttcation 

9  eiass — or-program-has-been-approved-by-the-s«perintendent-o* 

10  p«biie--instrttctionT in — accordance with the speciai 

11  edncation — iawT in — order — to — obtain — the-bene*it-o*-this 

12  increttsed-average--nnmber — beiongingr — « — seh©oi--shaii--not 

13  ineittde — the — pttpiis-attending-a-*ttii-time-speciei-edtteation 

14  ciass-or-prograir-in-the-regaiar-caicttiation-o* — the- -average 

15  ntsmber-beiongingr-or 

16  {A)ib^      a   district   anticipates   an  unusual  enrollment 

17  increase  in  the  ensuing  school  fiscal  year.   The  increase  in 

18  average  number  belonging  shall  be   based  on   estimates   of 

19  increased   enrollment   approved  by   the   superintendent   of 

20  public  instruction  and   shall   be   computed   in   the   manner 

21  prescribed  by  section  75-6904t;  or 

22  (5)  -f^^   For   the  initial  year  of  operation  of  a  pr9gram 

23  established  under  section  75-7507  (1),  the  AND   to   be   used 

24  for  budget  purposes  is  the  same  as  one-half  (1/2)  the  number 

25  of  five  (5)  year  old  children  residing  in  the  district  as  of 
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1  October   1  of  the  preceding  school  year,  either  as  shown  on 

2  the  official  school  census,  or  as  determined  by   some   other 

3  procedure   approved   by   the    superintendent  of   public 

4  instruction." 

-End- 
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